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Spectacular catalytic cracking unit symbolizes PURE's progress in refining 


4 al 


Progress report from PURE 


Today, Pure Oil’s four modern refineries 
turn out 60,000,000 barrels of petroleum 
products a year—more than twice as much 
as in 1940. To meet the growing demand 
and to feed our four refineries, we have 
over 5,500 producing oil and gas wells in 
16 states. 

Planning for tomorrow, we have under 
lease almost 5,000,000 acres of undeveloped 
potential oil land in the United States and 
Canada—and 29,700 square miles which 
PURE and associates are exploring in five 
South and Central American countries. 

Present transportation facilities include 
13,200 miles of wholly or partially owned 
pipelines—-more than double what we had 
just eight years ago. In addition, PURE 


operates a fleet of eight ocean tankers, 14 
towboats and tugs and 39 barges. 

Marketing activities have kept pace. 
PURE now has nearly 16,000 dealers in 24 
states. Existing stations have been mod- 
ernized. Key stations have been built in 
shopping centers, on highways and turn- 
pikes. Our network of TruckStops (another 
Pure Oil “‘first’?) has been expanded to 
over 200 stations. 

Spearheading this growth, PURE’s Re- 
search Center at Crystal Lake, IIl., is con- 
stantly searching for ways to improve 
gasolines, lubricating oils, greases, and 
other petroleum products. 

At PURE we're building for 
every day. 


tomorrow 


THE PURE OIL COMPANY, 35 E. WACKER DR., CHICAGO 1, ILLINOIS. 


Today, more than ever, you can BE SURE WITH PURE 





Good earnings for the telephone company have 


a way of being good for the customer, too 


Everybody has problems. One of ours is 
the rather widespread belief that the sure 
way to low telephone rates is to keep the 
company’s earnings as low as possible. 


Attractive as this may seem at the mo- 
ment, it has distinct hazards for the tele- 
phone user. Handcuffing the company limits 
progress and long-range economies, and will 
lead to poorer service at a higher price than 
the customer would otherwise have to pay. 


This fact is receiving increasing recogni- 
tion by the commissions which regulate tele- 
phone rates and earnings. But it is not 
something that concerns the commissions 


alone. It needs your understanding, too 


Regulation can only work best in the inter- 
est of all when it is free to act in the interest 


of all on the basis of economic facts 


Authorizing good carnings for the tele- 
phone company requires wisdom and fore- 
sight and somctimes calls for a high degree 
of political courage. Such action, however, 
in the long run will return the greatest value 


to the public. 


Fortunately, from the standpoint of the 
individual telephone user, our increased rate 
needs, where required, are small. ‘Vhey usu 
ally come to not more than a few cents a day 


on the average customer's bill 


BELL TELEPHONE SYSTEM 





How to start an Industrial Revolution. Avco'’s Lycoming engineers have done it, with a new 


idea in power. Gas turbine power . . . rugged, lightweight, mobile, and amazingly versatile. Already 
in production for aircraft, Lycoming turbines are adaptable for boats, heavy trucking, for hundreds of 


uses. Look to Lycoming turbo power to create new industries, new strength for America. 


AVCO MAKES THINGS BETTER FOR AMERICA / AVCO MANUFACTURING CORPORATION / 750 THIRD AVENUE, NEW YORK 17, N.Y. 
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Corporate Togetherness 


WALL STREET, which has more say- 
ings than Bartlett’s Familiar Quo- 
tations, has one that goes: a wave 
of mergers signals the end of a 
boom. If there is any substance at 
all to that old saw, then the report 
from the Federal Trade Commis- 
sion last month makes for good 
news indeed. In 

the third quar- 

ter, said FTC, 

only 204 poten- 

tial mergers 

were in negotia- 

tion throughout 

the U.S. vs. 256 

a year earlier 

and 223 two 

years ago. 

Yet there is no getting away 
from the fact that over the past 
several years “mergeritis” (as 
Financial Columnist Sylvia Porter 
calls it) has been caught by more 
companies than at any time since 
the merging madness of the Twen- 
ties, when the wheelings & dealings 
of the Insulls and Hopsons inspired 
such Canyon quips as: “Now we'll 
put Worthington Pump and Inter- 
national Nickel together and get 
Pumpernickel.” 

Rule 3. Though slowing down, 
the newest trend toward corporate 
togetherness has seen almost 6,000 
companies merge since 1951, more 
than double the number between 
1940 and 1947. More than affecting 
only the companies that are parties 
to a marriage, however, the mod- 
ern merging mania has even caught 
the attention of the National Secre- 
taries Assn., which recently ad- 
vised its-gals Friday how to sur- 
vive in a merging business world: 
“Rule 3—Be friendly to everyone 
you meet. These days you never 
know with whom your company 
may merge tomorrow.” And on that 
very note, the newest manifestation 
of U.S. industry’s latter-day urge 
to merge is a novel by American 
Broadcasting Co. Vice President 
Sterling Quinlan. Its title: The 
Merger (Doubleday & Co.; $3.95). 

Why do companies want to 
merge after all? In the old days, 
it was simply the easiest way to 
grow big fast. As slapped together 
by eager bankers, the great trusts 
that grew out of merger after 
merger were products of such a 


conglomeration of companies that 
the several parts frequently bore 
no relation to the whole. What's 
more, such combines often had no 
reason for being other than to pro- 
vide some glamorous new securi- 
ties for a speculation-mad public 
Type 3. The motives and meth- 
ods of modern 
mergers are 
happily a good 
deal more sensi- 
ble and ethical 
Today combpDa- 
nies merge eith- 
er: 1) horizon- 
tally, in order to 
broaden their 
base in simila 
markets (e.g., Continental Can) 
2) vertically, in order to move for- 
ward to the consumer level or back 
to raw materials (e.g., Food Ma- 
chinery & Chemical); or 3) as con- 
glomerates, in which two or more 
companies in dissimilar industries 
band together for the common 
good. A classic example of a Type 
3 tie-up was the melding in 1937 
of auto-making Nash, which had 
plenty of cash in those days but 
weak management, and appliance 
producing Kelvinator, which had 
management but no money. New- 
est example: cigarette-making R 
J. Reynolds and drug specialist 
Warner-Lambert Pharmaceutical 
Even so, some watchdog legis 
lators have cocked a jaundiced eye 
at today’s merger-minded compa- 
nies, charging that consolidation 
breeds  over-centralization and 
thus lessens competition. But such 
critics, claiming in effect that big- 
ness in itself is necessarily bad 
have long since been proved false 
prophets. The wedding of Sperry 
Gyroscope to Remington Rand, 
cite just one example, was benefi- 
cial to both companies, yet the re- 
sultant Sperry Rand has certainly 
not led to any let-up in competi- 
tion either in electronics or office 
equipment 
Indeed, the modern American 
businessman is less interested in 
carving out a monopolistic empire 
than in being one up on the compe- 
tition. If he votes merger it is be- 
cause that is the wisest way to new 
markets, new products or new 
horizons 
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Time for a 
Checkup? 


Who knows, maybe it is. You get 
checkups on everything else — your 
health, your kids, the car. 


So why not your investments, too? 


After all, times change—and so do 
security values. The stocks you bought 
five years ago may have been just fine 
for your purposes then — but what 
about now? 


Maybe your objectives have changed. 


Maybe other stocks’ offer far better 
opportunities. 


Maybe there are definite weak spots 
here and there in your portfolio. 


That’s why we think every investor 
should get a good financial checkup 
from time to time. . . find out just 
what his investment program looks 
like to a practiced, impartial observer. 

And if you'd like to know what we 
think of the stocks you own, we'll be 
happy to tell you. 


Our Research Department will mail 
you an objective review of your present 
portfolio, give you all the facts they 
can about any particular stocks you 
may want to buy or sell, or prepare a 
complete investment program for any 
sum, any objective. 


There’s no charge for this service, 
either. Whether you’re a customer or 
not. 


If you'd like an investment checkup, 
just write us a letter about your situa- 
tion. You simply address— 

ALLAN D. GULLIVER 
Department SD-139 


Merrill Lynch, 
Pierce, Fenner & Smith 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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READERS SAY 


More on “Black Friday” 


Sm: Having read with interest your 
“Side Lines” article, “Turning the Cor- 
ners” (Forses, Sept. 15), about Jay 
Gould and “Big Jim” Fisk cornering the 
market in gold, I noted Louis Di Pompo’s 
letter in a later issue (Oct. 15) suggest- 
ing that the man you called Freyer was 
really named Speyers. 

Albert Speyers and Israel Freyer were 
actually one & the same. Speyers was 
the unwitting dupe of the Gould-Fisk 
clique, who kept madly bidding for gold 
at 160. Israel Freyer was a pseudonym 
invented by Edmund Clarence Stedman, 
the broker-poet. He used it in his satiri- 
cal poem about the gold corner—‘Israel 
Freyer’s Bid for Gold”—that appeared 
in the N.Y. Tribune in September 1869. 

—Peter G. WyckKorF 
Hayden, Stone & Co. 
New York, N.Y. 


Accelerated Depreciation 


Sir: In the article on Dow Chemical 
Co. (“The Iceberg,” Forses, Sept. 1), 
what does the writer mean by his 
phrases, “over half that depreciation has 
been paid for with tax-free depreciation 
money” and “that means that Uncle Sam 
has helped pay for Dow’s expansion’? 

The funds invested in fixed assets rep- 
resent either equity capital contributed 
by shareholders (on which their per- 
sonal taxes have been fully paid), or 
expenditures out of the corporation’s re- 
tained earnings (on which the corporate 
tax has been fully paid)... . 

Except in the case of percentage de- 
pletion allowances, tax deductions rep- 


resent fund outlays—either in the past 
(fixed asset costs), in the current period 
(material costs, wages and ordinary ex- 
penses) or in the relatively near future 
(accrued and unpaid costs and ex- 
penses).... 


—Ne E. Ciirron 
Peoria, Ill. 


ForBes was neither criticizing nor de- 
fending fast amortization and deprecia- 
tion, merely describing their practical 
effect for corporations and their share- 
holders. Accelerated depreciated al- 
lowances were frankly intended as a 
stimulus to industrial expansion. Be- 
cause the investor knows he can get his 
money back within a short time he can 
use money that ordinarily would go to 
the tax collector for paying off debt in- 
curred in the expansion—and the taxes 
are in effect deferred until the plant has 
been paid for.—Eb. 


Wandering Decimal Point 


Sir: Your article, “Lockheed’s Solo 
Flight” (Forses, Oct. 15), was one of the 
best and most clearly definitive articles 
on the company to appear in some time. 

As a matter of interest, the chart on 
page 14 is correct in relation to other 
modern types of aircraft, but a typo- 
graphical error indicated seat-mile costs 
in dollars rather than in cents. Also, 
since the Electra seat-mile costs were 
based on less than 100 seats and the 
medium-range jets on more than 100 
seats, the direct operating costs for the 
200-mile flight should be $326 for the 
Electra and $496 for the medium-range 
jetliner. 


—WaRREN HUGHES 
Lockheed Aircraft Corp 
Los Angeles, Cal. 
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NOW! 
A NEW DIMENSION 
IN PHOTOCOPY... 


(QUANTITY 


REVOLUTIONARY 
POLYCOPY * 
PROCESS 
PRODUCES 


UNLIMITED COPIES 


FROM ONE 
MASTER... 
AT HALF 
THE COST! 


PolyCopy is a SINGLE SHEET Copying Process! 


COR MAC 
PHOTOCOPY CORPORATION 
80 Fifth Ave., New York 11, N.Y. ORegon 5-9310 


Just One Copy A Day Makes Any Cormac Pay 
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Here it is—the process that adds a new 
dimension to the copying machine— 
quantity! Years of research have finally 
culminated in this exclusive Cormac 
development 


You can make five, twenty, an infinite 
number of copies—from just one master 
Each copy is as clear, crisp and distinct as the 
original. You can file the master, make 
copies years from now—and get perfect 
results every time. Copying with the 
PolyCopy process is simplicity itself. You 
use only one sheet. Peel-apart is eliminated. 
Cost of copies is cut in half. Copying 

time is slashed all the way 


Now you can have 
Cormac copy quality—the finest.. 


Cormac quantity—the most 


If you have held off buying a photocopy 
machine because of production limitations 
hesitate no longer. If you have a photocopy 
machine but not a Cormac, you can 

adapt the PolyCopy process to it. And 

if you own a non-photocopy machine, 

trade it in for a Cormac with the PolyCopy 
process. Get photo-sharp black and white 
copies which skip nothing, are permanent— 
with the new dimension of unlimited quantity! 
PolyCopies are made by the 

PolyC Oopier, an accessory to existing 
equipment. Only $79.50 


Get the full story on the amazing PolyCopy 
process. Send in this coupon for complet 
information and a FREE demonstration 


MAIL COUPON, TODAY '! 


CORMAC PHOTOCOPY CORPORATION DEPT. 41 


8O FIFTH AVENUE, NEW YORK 11. N 


| would like to see a demonstratio 


tionary PolyCopy process. No obli 


_} Send me Free brochure ‘The Po 


Name 
Title 
Company 
Address 


City 











ST. LOUIS...the Strategic 
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Few areas can match the unlimited opportunities of this busy inland port. Widely diversified, flourishing industries create the 
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MAJOR CHEMICAL CENTER produces a wide vari- 
ety of chemicals, allied products. Raw materials 
come from nearby mineral, agricultural re- 
sources ; by-products from industrial processing. 
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UNSURPASSED TRANSPORTATION—S?. Louis is the center of a major inland-waterway system connecting 29 important industrial 
areas—offers direct air service to major U. S. markets, Europe. 
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economic stability that’s the solid foundation for good living, a wide variety of activities and recreation. 


IMPORTANT BASIC METALS AND INDUSTRIAL RAW 
MATERIALS are close at hand: lead, zinc, copper, 
limestone, steel, coal, oil, others. 


INDUSTRY AND AGRICULTURE MEET in St. Louis, one of the few major metropolitan 
areas where northeastern industrial might and the Great Plains’ agricultural 
abundance overlap. 





Excellent opportunities for business and industrial expansion 
exist in Metropolitan St. Lovis and the surrounding Union 
Electric service area. Consider these facts: 


Transportation Center... Your choice of rail, air, truck, 


: e I Choice Industrial Sites .. . Industrial development corpo- 
or barge lines which fan out from a truly central location. 


rations like the Page Industrial Center and the new 


St. Louis is near both the geographic and population 

center of the nation. 

Plenty of Water... The Union Electric area is one of the 

very few choice industrial locations with an unlimited 

water supply. 

Plenty of Labor... Widely diversified industry and a sur- 

rounding agricultural area provide a great variety of 

skilled workers and a growing new labor supply. 

Plenty of Power...Union Electric, one of the large 
rivately owned utility systems, has launched a $290 mil- 

ion. 5-year expansion program to keep electrical output 

well ahead of this growing area’s needs. 

Excellent Business Climate ...The unusually well-diver- 

sified industrial community of St. Louis is creating ever- 

expanding business opportunities under a new and progres- 

sive civic leadership. 


Meramec Industrial Development Corporation are devel 
oping land for commercial and industrial use and have 
choice sites available for immediate occupancy. 

You are cordially invited to write to me for comprehensive 
information about the Union Electric area or specific 
information about plant locations. Your letter will receive 
full and completely confidential consideration. 


Mk 


J. W. McAfee, President 


UNION ELECTRIC COMPANY 


315 North 12th Bivd. ° St. Lovis 1, Missouri 





No one looks just 


No one thinks just like you. ne 


No one is just like you... 


WHY, THEN, HAVE AN OFFICE “JUST LIKE” A DOZEN OTHERS? 


ow, with Italic Styling, a new concept of executive 
N environment, you can enjoy the luxury of a com- 
pletely personalized executive office... not just in its 
decorative treatment... but with Italic’s unsurpassed flex- 
ibility, in the design and finish of the furniture, as well. 
Over 2000 possible combinations of desk components 
plus a full line of exclusive decorative materials and 
accessories enable GF Studios’ specialists to tailor an 
entire office to your precise personality and taste. 
Whether you prefer a modern or traditional business 
interior, the rich simplicity of Italic Styled furniture 


harmonizes perfectly with, and lends an air of dignified 


elegance to either. Although the Italie office is custom- 
designed for your personal comfort and sat sfaction, 
business visitors leave with the conviction that they ve 
just rubbed elbows with suecess, 

If business life. in surroundings “distinctively your 
own’, appeals to you—contact your loeal General 
Fireproofing branch offiee or dealer for full details. 
No obligation, of course. Or, if you prefer, have your 
secretary write for an Italie Styling brochure, illustrating 
in full color some of the many custom desk units. It’s 
free. GF Studios, Ine, Dept. G-15, Youngstown 1, 
Ohio. Division of The General Fireproofing Company. 


] Italic Styling BY GF STUDIOS 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE TOPIC THAT VANISHED INTO THIN AIR 


Last month, in the closing days of the Brussels World 
Fair, this magazine sponsored a seminar at which leading 
U.S. and European businessmen met to exchange opinions 
on questions of common interest. Two basic topics were 
scheduled for the agenda: 1) The European Common 
Market; and 2) the U.S. recession. As of last summer 
these were the economic issues-of-the-day in Western 
Europe. 

The seminar went famously on topic No. One, but by 
early last month interest in topic No. Two had completely 
disappeared. We dropped it from the agenda. So far as 
the Europeans were concerned, the 1957-1958 U.S. re- 
cession, touted as the worst since World War II, was fast 
fading into history. 

There is no doubt about it. The U.S. is making a sharp 
and decisive rebound from its third postwar recession. 
It is rebounding, moreover, in a way which cannot help 
but cheer all believers in free enterprise. By the end of 
the third quarter, according to Raymond Saulnier’s Coun- 
cil of Economic Advisers, Gross National Product had 
climbed back to an annual rate of $440 
billion (it had dropped as low as $425.8 
billion earlier this year). That put the 
GNP last month within a hair’s breadth 
of the alltime $445.6 billion of last fall. 
At the rate the GNP is now climbing, it 
is just about certain that it will hit a 
record rate somewhere in the neigh- 
borhood of $450 billion before 1958 goes 
out the door. 

Industrial production, it is true, has 
not yet climbed back to its 1957 high 
level. At September’s end, the FRB 
production index stood at 137, up 11 
points from its April low but still 
eight points short of its high of last 
August. Why should industrial pro- 
duction be lagging slightly behind the 
GNP? The answer is simple: farm 
income and production of services were 
hardly nicked by the recession. It was 
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CEA’S SAULNIER 
almost back to the peak 


industrial production, mine and factory output in othe 
words, which bore the brunt. So far as over-all consume! 
spending was concerned there was no recession worth 
talking about. And at the rate industrial output is rising, 
that, too, should be back to the top within a few months 

As is natural, the post mortems are beginning even be- 
fore the recession is completely finished. This is to the 
good. Our European business friends may no longer be 
worried, but there is a great deal we can learn by study- 
ing the recession. Right now we know this much about 
the retreating recession: 

e It was primarily an inventory recession. The con- 
sumers didn’t stop buying but the stores and warehouses 
did. Result: the factories slowed down even though con- 
sumption of goods and services remained at a high level 
Thus in the third quarter industrial production was off 
eight points from last year’s high. But personal consump- 
tion of goods and services actually rose by nearly $4 bil- 
lion to a new high of $292 billion 

e The built-in stabilizers, subject of so many doubts, 

actually worked extremely well. Un- 
employment compensation, for example, 
enabled millions of jobless to continue 
as consumers even though on a reduced 
scale. This and the other stabilizers 
helped prevent the drop in industrial 
production from snowballing into a 
general depression 
e Aside from the 


pump-priming was necessary to start 


stabilizers, no 


the economy uphill again. The intrinsic 
health and vigor of the economy gets 
full credit here. That bodes very well 
for the future. 

e Although the stabilizers worked 
well and the economy proved itself 
extremely healthy, the recession dem- 
onstrated that one economic fact of 
life has not changed: so far as indus- 
try’s capital spending is concerned, the 
business cycle is still very much with 





us. Capital spending dropped from an annual rate of $37 
billion late last year to $8 billion in the third quarter. 
© Prosperity is not enough. We must also have eco- 
nomic growth. Although the recession is all but over, un- 
employment remains relatively high. There are two pri- 
mary reasons. One is that employment nearly always 
lags behind upswings in production. But there is another 
factor at work here. Automation means that every year it 
takes fewer workers to produce the same number of 
goods. To take up this slack in employment and to take 
care of the 500,000 to one million new workers coming 
into the job market every year, we must keep expanding. 
e Having left the recessionary bumps behind us we 
now have some dangerous curves ahead marked “infla- 
tion.” Consumer spending has been rising all along and 
so has government spending. Now, inventory-rebuilding 
and increases in capital spending lie ahead of us. It will 
take skillful handling by our money managers to channel 
these pressures into higher production rather than into 
higher prices. 
This sums up what we know now about the not-quite 
completed recession. In the light of it, 
some of the direr predictions made by 
businessmen and economists early this 
year look slightly ridiculous today. But 
it did us no harm to be prepared for the 
worst. It is probably a good idea for us 
to continue running scared, for the 
problems of inflation, automation and 
the business cycle are still there to 
challenge us. And these economic 
problems of growth and prosperity are 
going to be no less challenging—though 
considerably less unpleasant — than 
those of recession and stagnation. 
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A REAL BREAK FOR 
SMALL BUSINESS 


Like Mother, Old Glory, Christmas 
and the World Series, the institution of 
Small Business is one that every candidate for public 
office feels called upon to make speeches about. But doing 
anything concrete to help small business as such has 
rarely followed from the speeches. 

Now, much to the credit of this Administration, some- 
thing is being done. And it is not just a matter of moral 
support. Although they have as yet attracted little public 
attention, basic changes in the Small Business Act were 
passed by Congress this August and signed by President 
Eisenhower a few weeks later. They are aimed at over- 
coming what is probably the greatest problem that small 
business faces: getting risk and expansion capital on 
reasonable terms. 

The new law could well do for small business invest- 
ment what the Investment Company Act of 1940 did for 
the mutual fund industry. Basically, it will work two bene- 
fits for small business: 1) amend the tax laws so as to 
make risk loans to small business extremely attractive to 
high-bracket investors and large financial institutions; 
and 2) authorize the establishment of a new kind of finan- 
cial institution, specifically designed to channel risk capi- 
tal into small businesses. : 

Here is how the new law will work: 
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WENDELL BARNES 
helping hands for small business 


It authorizes Wendell Barnes’ Small Business Adminis- 
tration to charter a new kind of investment company. 
They will have ‘for their purpose the supplying of long- 
term risk capital to small business. As defined by the act 
a small business is 1) a service business doing $1 million 
a year or less, 2) a wholesale business doing $5 million or 
less, and 3) a manufacturing business with 250 workers 
or less in most cases. 

These Small Business Investment Companies will be 
authorized to make direct long-term loans, of a type 
which banks cannot ordinarily make. They can also buy 
convertible debentures from the small business, thus get- 
ting a chance to share in eventual profits. 

To help these SBICs get going, the Small Business Ad- 
ministration will have $250 million in Federal funds. 
This money can be used at Administrator Wendell Barnes 
discretion to help supplement capital which the SBICs 
will raise from private investors. Under the terms of the 
law, for example, a company with $150,000 in equity capi- 
tal can borrow up to $300,000 for capital funds from the 
SBA. It can then turn around and borrow up to $1.2 
million more privately. Thus, the SBA’s 
$250 million could easily channel sev- 
eral billion dollars’ worth of equity 
capital into small business. 

There will be plenty of opportunity 
under this plan. The SBAs themselves 
will probably be relatively small busi- 
ness. Furthermore, Administrator 
Barnes has made it clear that he will 
probably give preference in granting 
charters to SBICs which can raise the 
minimum $300,000 without recourse to 
his agency’s money. 

Why should anyone want to invest 
his money in so risky an enterprise? 
One reason, of course, is that it gives 
a chance to get in on the ground 
floor of what could be some really hot 
growth companies. But normally this 
attraction would be offset by the high 
degree of risk involved. The real an- 
swer to why the SBICs ought to be attractive to investors 
lies in the tax provisions. They should make investment 
in an SBIC profitable for these reasons: they will be 
allowed 100% rather than the usual 85% corporate de- 
duction on dividends; if the investment strikes out, the 
losses can be deducted from ordinary income, with the 
tax-collector absorbing as much as 90% of the damage. 

And an investor or institution could buy shares in 
several SBICs (each of which must spread its money 
over at least five enterprises), thus investing in small 
business under professional supervision and with well- 
diversified risks. 

For small businesses themselves the advantages are 
manifold. The SBICs will enable them to raise a kind of 
capital which banks cannot supply. They will enable small 
business to raise what is in effect equity capital without 
going through the risks, expenses and bother of SEC 
registration. 

Within a few weeks, the final SBA regulations will be 
issued and. SBA will start screening applications for char- 
ters. Preliminary interest has surprised even the opti- 
mists. Everyone concerned in this promising legislation 
deserves congratulations. 
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Why is ARTHRITIS called “the Sphinx of diseases”? 


RTHRITIS has been likened to the ancient 
A Sphinx. For arthritis, no less than the 
Sphinx, is still strange and mysterious in 
many ways. 

For example, the exact cause of some 
types of arthritis remains unknown. Nor 
do doctors fully understand why it flares 
up in certain patients and smoulders or de- 
velops gradually in others . . . why treat- 
ment beneficial for one victim may not 
help another . . . why rheumatoid arthritis 
strikes women three times as often as men. 

Despite such mysteries, when proper 
treatment is started early . . . or before the 
affected body joints have been severely 
damaged . . . there is great likelihood of 
lasting relief and marked improvement. 

Proper treatment for arthritis and other 
rheumatic diseases affecting about 
eleven million Americans 14 years of age 


and older . . . must be based on the needs 
of the individual patient. 

This is because arthritis occurs in many 
forms, each of which requires special man- 
agement. Yet, many people brush aside 
treatment prescribed by their doctors to 
seek some cure promising quick and com- 
plete recovery. There is no such thing. 


At least 50 forms of arthritis are known 
to medical science. But only two of the 
forms together make up more than seventy 
percent of all rheumatic complaints. These 
are osteoarthritis and rheumatoid arthritis. 

Osteoarthritis, or degenerative joint dis- 
ease, begins as a rule in the thirties or 
forties as part of the process of aging. It 
usually attacks joints that undergo greatest 
wear and tear. 


Under proper medical care, a great deal 


can be done to lessen discomfort and re- 
duce further damage to joints 

Rheumatoid arthritis may be more seri- 
ous. Though it involves the joints, it also 
affects the body. Moreover, it strikes in the 
prime of life, generally between 20 and 50. 

If neglected, rheumatoid arthritis can 
cause severe crippling. But if it is diagnosed 
early and treatment is faithfully followed, 
many patients can be spared disability and 
helped considerably. 


If the disease does not yield to treatment, 
rehabilitation can often help a handicapped 
individual continue a useful life. 

If your joints become sore, stiff, painful 
or swollen, consult your doctor and 
always avoid self-treatment. The sooner 
you seek his help, the better your chances 
to head off trouble. 





Metropolitan Life insurance Co. 
1 Madison Ave., N. Y. 0, N.Y. 


Please mail me a free copy of 
your booklet “Arthritis,” 11-58-t 
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and now... 


SIXTY YEARS... 
AND THE BEST IS YET TO COME 


Goodyear's early experiments 
with balloons paved the way for 
today's giant airships 


GOODYEAR-BUILT AIRSHIPS ... 
Sky Sentinels For America’s Defense 


Back in 1914, Goodyear manufactured the first kite 
balloons to be used by the British in World War I. 


Today, Goodyear Aircraft Corporation produces a 
wide variety of equipment vital to national defense. 
Versatile radar airships built by Goodyear are the 
U.S. Navy’s newest airborne all-weather sentinels. 
Through planned diversification, this division’s activi- 
ties have been broadened to include missile guidance 
and ground support systems, rocket boosters, large 
radar antennas, jet engine thrust reversers, a complete 
“escape capsule” for jet airmen, the one-man heli- 
copter and inflatable airplanes. Goodyear Aircraft also 


builds GEDA, an analog computer, and supplies flight 
simulators for the armed forces. 


Everywhere, in the air, on land and sea, you will find 
Goodyear products serving the nation. This diversified 
output includes tires . . . industrial rubber goods . . . 
aviation and aircraft products ... foam products . . . 
films and flooring . . . chemicals . . . shoe products 
- metal products . . . and many more for growing 
markets here and abroad. 
e*e @ 
It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 





SERVICE COMPANIES 





FORB 


Business & Finance 


VOL. 82, No. 9 


AROUND THE WORLD IN 80 WAYS 


In the fruitful field of service, no company 


has so many plum-pulling fingers 


in so 


many pies as Ralph Reed’s American Express. 
Now it is sticking its educated thumb into 
the pie-in-the-sky business of credit cards. 


THE voIce on the other end of the 
line was familiarly loud and clear. 
“Ralph, ya bum!” boomed Manhattan 
Restaurateur Toots Shor, “I’m goin’ 
in business with ya—put my joint 
down for them credit cards of yours!” 
Ralph Thomas Reed, the peripatetic 
president of globe-circling American 
Express Co.,* who knows that from 
Shor the term “bum” is a mark of 
high regard, was happy to put Toots’ 
joint down as one more subscriber to 
American Express’ newest service: a 
universal credit card “good as gold” 
for almost every conceivable kind of 
goods and services clear around the 
world. 

Yet for Ralph Reed’s American 
Express, credit cards are just the 
latest of a very long line of services 
that have earned American Express 
its place as the world’s No. One com- 
mercial service organization. As travel 
agent, tourist guide, overseas banker, 
armored car operator, foreign freight 
forwarder and utility bill collector, 
Express is the nearest thing U.S. in- 
dustry has to a kind of corporate 
Available Jones and Phileas Fogg all 
wrapped up in one. 

Available Amex. Through its 400 
offices in 35 countries, from famed 
11 Rue Scribe in Paris to No. 2-4 
Sverdlov Place in Moscow (the only 
capitalistic enterprise with a regular 
concern inside Russia), American Ex- 
press is “home away from home” for 
millions of American innocents abroad. 
But as Reed’s predecessor, Frederick 
P. Small, once put it, “when you sell 
tickets to a prospective traveler, you 


*American Express Co. Traded over-the- 
counter. Current price: 64. Price range 
(1958) : high, 7244; low, 3714. Dividend (1957) 
$1.85. Indicated 1956 payout: $2. Earnings per 
ga (1957) : $3.08. Total assets: $667.6 mil- 
ion 
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can’t just go down to the boat with a 
bunch of roses and say goodbye. He 
has to be serviced all the way.” 
Thus, while making reservations, 
setting up sightseeing itineraries, look- 
ing after lost luggage and straying 
tourists, American Express is as well 
the world’s biggest seller of travelers 
checks, and second only to the U.S. 
Post Office itself as a marketer of 
money orders. From these and other 
uncounted services, American Ex- 
press last year grossed $54.7 million 
(up 10.86 over 1956) and profited to 
the tune of $6.9 million (up 8.3¢; ). 
This year, says Reed in his clipped, 
quietly confident manner, should be, 
“even better.” How much better than 
that 1959 may be will depend largely 
on: 1) the cold war getting no 
warmer; 2) a hot public reception for 
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American Express’ new credit cards 
The Cardplayer. Signing up Toots 
Shor last July was a particularly 
proud plume in Ralph Reed’s already 
feather-festooned hat, and a testament 
to his peculiar skill. Other credit 
card companies had been after the 
inscrutable, elusive boniface for years, 
anxious that his popular off-Broad- 
way eatery honor their brand of 
charge-it cards. But not until Ameri- 
can Express announced that it would 
enter the credit card 
October 1) did Toots sign up his 
joint. Shor’s reason for going with 
Amex: “It’s got a reputation for being 
clean and decent, and it'll probably 
lend some class to my place.” And 
besides, says Toots, who expects to do 
$300,000 worth of business on Amex 
credit cards within the next yea 
“Ralph Reed’s a personal friend of 
mine—a wonderful crumb bum!” 


lists (as of 


As Reed himself has said in a fa- 
vorite American Expression: “All we 
have to sell is 
newest 


service.” Selling its 
hard last month, 
American Express was in tooth and 
claw combat with a potent rival in 
the credit card business, the 800,000 
member (17,000 outlets) Diners’ Club 
(Forses, April 1) 


service 


Signing up new 


PAYING BY TRAVELERS CHEQUE AT PARIS’ CAFE DE LA PAIX: 
“you just can’t go down to the boat with a bunch of roses 





AMEX’S REED DEMONSTRATING MODEL OF MODERN CARRIER: 
the public has the credit, he has the organization 


members at the rate of 30,000 per 
month, Diners’ recently snapped up 
the 100,000-member (3,000 outlets) 
Esquire Club. It suffered a setback 
when its efforts to corral Conrad 
Hilton’s 33 hotels (in return for a 
sizable stock interest in Diners’) 
broke down, but month landed 
instead Sheraton Corp.’s_ Central 
Credit Club (860,000 members, 49 
Sheraton hotels) 

Characteristically closemouthed 
about his own card campaign, Reed 
admits only that Amex has already 
signed up “hundreds of thousands” of 
cardholders, is “not the least bit 
concerned” about the competition’s 
lusty membership hunt. His apparent 
calmness is perhaps misleading. Ac- 
tually, the last time Ralph Reed was 
indifferent about anything, says one 
associate, “was probably at the age of 
one.” For, not, Reed 
concedes that just getting Amex’s card 
off and running is taking 
“150°, of my time.” 

The Money Card. Reed's rallying 
cry: “Liberate the American wallet 
from its multiplicity of credit cards” 
with a single card good for just about 
everything—from dining in restau- 
rants, drinking in nightclubs, driving 
rent-a-cars to doing the town—every- 
where. Beginning with its own vast 
array of travel services, Amex 
promptly began rounding up other 
service dispensers, last month suc- 
ceeded in getting Detroit’s Big Three 
to endorse its credit card for auto 
repair bills in garages throughout the 
U.S. Meanwhile Amex swelled its 
membership roster by buying the 11,- 
000-member Gourmet Club and the 
160,000-member (4,500 hotels) Amer- 
ican Hotel Universal 
Travelcard. thus far: 
over 20,000. 

Always cautious, conservative and 
circumspect when it comes to Ameri- 
can Express’ vital statistics (he has 
been known to tell probing newsmen 
matter-of-factly: “That’s none of your 


last 


concerned or 


- 
already 


Association’s 
Total outlets 


16 


business”), Reed refuses to say how 
much Amex will ultimately invest in 
credit how much he 
expects to realize on them. “He’s 
playing this one,” says one aide, “very 
close to the navel.” Nevertheless 
Ralph Reed has put one statement on 
the record: “We expect to make real 
money at it.” 

Yet some while well 
aware of the considerable capital re- 
sources and _ strategic employment 
American Express brings to the credit 
field (item: more than $112 million in 
ready cash), are wont to wonder what 
all the shouting is about. True, the 
credit market is enormous. 
Americans spend some $4 billion on 
charge accounts, another $2.5 billion 
on credit services of all kinds. But 
except for Diners’ Club, which 
earned an undistinguished $1.4 mil- 
lion last year, no credit card company 
of any size has ever made any real 
money at it, and Diners’ itself has 
survived no less than 21 competitors 
who have come and gone in the last 


cards, or 


even 


outsiders, 


service 


GUIDED TOUR, EIFFEL TOWER: 
home away from home 


eight vears. It is a tricky business 

In The Cards. One drawback is that 
each member must flash his card for 
perhaps $500 worth of goods and serv- 
ices a year before a club can begin 
to make a profit on him. Another is 
the tremendous cost involved in piles 
of paperwork, promotional hoop-la 
and persistent police work (e.g., 
ning down deadbeats who, despite 
Diners’ claim that losses from such 
no-accounts come to less than 0.5¢; 
of total billings, are an awful nui- 
sance). According to one estimate, it 
costs a club something like $12 mere- 
ly to recruit a new member and check 
his credit status. 

These costs eat up so much of the 
card companies’ commissions (or “op- 
erating discounts” as Amex calls 
them), which range from 5% to 7% 
of the tab each member runs up, that 
most profits come out of the annual 
membership dues (Diners’ charges 
$5 a year). In its fiscal year ended 
last March, Diners’ racked up $5.4 
million in commissions and anothe1 
$2.4 million in dues, while its members 
ran up $91 million in charges, a hefty 
42°. increase over the year before 
Yet Diners’ operating costs—espe- 
cially interest on short term borrow- 
ings to provide cash for paying retail 
outlets before member payments come 
in—left only $1.4 million after taxes 

The Organization Man. Ralph Reed 
however, is no more concerned about 
making a go of Amex’s credit cards 
than he is about the competition. “The 
public is very much credit-minded,” 
he says, “and we have the organization 
to handle it.” Already a service organ- 
ization unlike any other in the world, 
American Express has merely applied 
108 years’ experience in caring fo 
everything from people to polar bears 
to the business of credit cards, took 
less than six months to move from the 
planning stage to actual operations. 

Clearly, Amex’s angle is to keep 
costs in hand and profits in pocket. To 
staff the new operation, it had only 
to move hundreds of employees from 
its famed headquarters at 65 Broad- 
way to a separate building on Hudson 
Street. Meanwhile, to virtually auto- 
mate the bookkeeping, it brought in 
a huge force of IBM, NCR and Ad- 
dressograph-Multigraph equipment 
In the company’s famed Inspectors 
Division (Motto: “A crook a day’). 
Amex already has a built-in police 
force for tracking down deadbeats. 
Nor need cash-flush American Ex- 
press, which has no funded debt, look 
any further:than its own coffers for 
the necesary working capital. Finally, 
Amex credit card dues are $6 vs. 
Diners’ $5. President Reed, who holds 
Card No. 101-000-001-6, and paid his 
dues like anyone else (“Absolutely 
no one gets one free—they all pay!”) 


run- 
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feels no need to justify the premium 
fee. “Just look,” he says, “at our 
record of service!” 

Last month investors, old hands at 
looking at the record, bid American 
Express’ 2.5 million over-the-counter 
shares up to over 72, a gain of some 
35 points from its 1958 low and a price 
about 23 times its 1957 earnings. 
Reed himself considers the market 
action “sound,” but even he joshes at 
overly eager analysts who have been 
talking up the “strong possibility” of 
a boost in Amex’s $2 dividend. “That’s 
silly at this time,” says Reed, “when 
you have so many expenses.” 

Actually it was not American Ex- 
press’ invasion of the credit card field, 
alone that was catching investors’ 
eyes. The sudden advent of trans- 
oceanic jet travel and the prospect of 
still another bumper crop of Ameri- 
can innocents going abroad also 
loomed large. For few are the tour- 
ists whose parting words at airport or 
pier have not included: “Write me 
care of American Express!” 

Go Everywhere, Young Man! Thus, 
having already done more to awaken 
American wanderlust than anyone 
since Horace Greeley, American Ex- 
press was all revved up and ready to 
go last mnonth when the first BOAC 
jet passenger plane zipped from New 
York to London in six hours. Herald- 
ing the first “Jet Age Holiday Tours 
of Europe,” Amex offered a weekend 
in London, for example, which would 
include: two nights with bath, daily 
breakfast “one delicious table d’hote 
dinner at the Trocadero,” one choice 
theater seat. Price per couple: $39.30 
each plus jet plane fare. 

American Express knows from rich 
experience that once an American is 
turned loose abroad, sooner or later 
he will wind up at an Amex office. 
He may drop in merely for free travel 
instructions and advice or to pick up 
his mail free of charge (Amex’s Euro- 
pean offices handle over one million 
letters a year for American tourists), 
or maybe just to see a friendly face. 
“All these free services are like the 
salted peanuts on the bar,’ Amex 
Vice President (Germany and Aus- 
tria) Louis S. Kelly once put it. “They 
cost us money, but they sell beer.” 
For at the same time, a tourist is just 
as likely to sign aboard a group tour 
for the London-Paris-Rome “milk 
run,” or, if he has the cash and the 
inclination, go it alone on one of 
Amex’s celebrated Foreign Indepen- 
dent Tours (in which he can do any- 
thing from shoot tigers in India to 
take a tour of Timbuktu). 

Courtesy Pays. “There is one pow- 
erful business rule that I would rec- 
ommend to every young man,” Amer- 
ican Express co-Founder Henry Wells 
once advised. “It is concentrated in 
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the word ‘courtesy.’” In living up to 
the word, American Express tour di- 
rectors have frequently labored well 
beyond the call of duty. On one cruise 
around the world, an Amex man had 
to cope with, among other things: a 
millionairess who refused to go ashore 
except at night, for fear she might be 
recognized; an animal trainer who 
filled the ship’s hold with birds, boa 
constrictors, white monkeys and black 
panthers; the widow of an Australian 
pearl magnate who carried tin cans 
full of matched pearls loose in her 
baggage; a passenger who demanded a 
refund because he lost a day when the 
ship crossed the international date line, 
a lonely old lady whose hand he held 





TRAVEL 
IS BROADENING 


“There is no profit in the tourist busi- 
ness,” declared turn-of-the-century Amer- 
ican Express President James C. Fargo 
“This company is not and does not intend 
going into the tourist busi- 
ness.” Yet since*World War : 
Il alone, American Express’ AMERICAN 
fortunes have closely paral- ne 
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as she lay dying in a hotel in Rome. 

Yet for all its obvious devotion to 
servicing travelers, the commissions 
American Express earns from ship, 
plane and train companies are really 
only secondary to its main dollar 
earner: Travelers Cheques, an Amex 
service dating back to 1891 after 
President J.C. Fargo, traveling in Eu- 
rope, found that his letters of credit 
“were no more use than so much wet 
wrapping paper.” 

Today such checks constitute a $3- 
billion industry, with American Ex- 
press travelers cheques (the quaint 
spelling has never been changed) ac- 
counting for perhaps two thirds of 
total sales. Its closest competitors, 


California’s Bank of America and New 
Yorks’ First National City Bank, dis- 
pense less than $1 billion in travelers 
checks between them. 

Blanket Coverage. While all travel- 
ers checks sell at the rate of $1 per 
$100 value, most Amex competitors 
look upon them as a form of advertis- 
ing, are content to accept a commission 
of 10c on every $1 charge. But just as it 
demands a premium for its credit card, 
so Amex gets 33c out of every $1 fee. 
Reason: no other travelers checks are 
so readily accepted nor more quickly 
refunded in the remote stretches of 
the globe. In this, American Express- 
men fondly recall the tourist in the 
Sahara who offered a $20 gold piece 
for a sheik’s camel blanket. The Arab 
held out, however, until the traveler 
produced an Amex Travelers Cheque. 

Last year Amex carried a “float” of 
$320.3-million in Travelers Cheques 
and letters of credit, a gain of $16 mil- 
lion over 1956. Such revenues not 
only make up a horde of cash on 
which Amex pays no taxes, but, 
since most travelers carry the cheques 
around with them for weeks, even 
months, before spending them, Amex 
is constantly ahead on payments 

It is largely from its cheque reve- 
nues that American Express’ impres- 
sive balance sheet looks like 
what it is not—that of a fair-sized 
bank. But then Amex is a longtime 
study in contradictions. It was more 
than 50 years before freight specialist 
Amex admitted it was in the 
travel business. Terrible-tempered 
President J. C. Fargo refused to have 
anything fo do with tourists. “There 
is no profit in the tourist business as 
conducted by Thos. Cook & Son [still 
Amex’s top rival for tourist dollars], 
and even if there were,” he once 
barked, “this company would not un- 
dertake it... . I will not have gangs 
of trippers starting off in charabancs 
from in front of our offices the way 
they do from Cook’s. We will 
their Travelers Cheques and 
them free advice. That’s all!” 

The Reluctant Banker. Similarly, 
when anyone suggests to Ralph Reed 
that American Express, measured by 
its many services and rich securities 
portfolio, seems to be more bank than 
business, his reaction is apt to be 
every bit as brisk. “We have no sim- 
ilarity in the world to a bank,” he 
maintains, “definitely not in any sense 
of the word at all!” 

Actually, American Express 
maintain a thriving commerical bank- 
ing business overseas, where it pro- 
vides loans to companies and service- 
men, deals in foreign currencies, opens 
letters of credit, acts as custodian and 
does everything a good bank should 
What Reed objects to is hearing his 
balance sheet called “bank-like.” 
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give 
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Still, the adjective is difficult to 
deny. Of its $667.6 million in total 
assets, Amex keeps a_ conservative 
67% ($446.2 million) in high-grade 
securities, and 82% of that ($364.2 
million) in Government securities, 
state and municipal ‘bonds. Only a 
relatively inconsequential 3% ($19.6 
million) is in common stocks. In a 
climbing stock market, Amex might 
be better advised to pepper its port- 
folio with a more liberal sprinkling of 
growth-minded blue chips. But Reed 
will have none of that. 

The most important reason lies in 
another Amex contradiction. An anom- 
aly among companies of its size and 
distinction, Amex was originally capi- 
talized in 1850 at a modest $150,000, 
authorized to sell shares to everyone 
but “married women, infants or irre- 
sponsible persons,” and organized as 
that rare of financial instru- 
ments, an unincorporated association. 
Though it was duly reorganized ten 
years later, Amex is still an unincor- 
porated association. In essence, it 
means that instead of the limited 
liability of corporation stockholders, 
Amex’s 25,000 shareholders are all 
legally responsible for the company’s 
debts. Thus, says Reed, “when you're 
dealing with other people’s money, 
you had better do it conservatively.” 

It is also one reason why over-the- 
counter Amex has coveted a 
major exchange as a more fitting 
showcase for its stock. ‘“What’s the 
advantage?” Reed demands. “It costs 
you a lot of money to do it, and besides 
we'd have to issue quarterly reports, 
something Amex would -rather not 
show the competition.” 

Conservative Party. Not that Amex’s 
close-to-the-vest conservatism has 
proved pointless. Even without its 
securities. Amex last year was able to 
turn a tidy 13°, return on its $46.4- 
million capital investment. But be- 
cause of its portfolio, it was able to 
add to its $2.82-per-share net from 
overations another 26c a share profit 
from sale of securities. What’s more, 
Amex’s income-producing securities 
investments have been increasing at 
the rate of 10° a year, and the $459- 
million value (at market) of its port- 
folio—essentially other people’s mon- 
ey—is almost double what it was at 
the end of 1950. 

Since the assets it holds must be 
kept extremely liquid to satisfy im- 
mediate demand, about half Amex’s 
horde of Government and municipal 
bonds is in short-term securities, 
which are constantly maturing, the 
money used to buy still more short 
term paper. Significance: with some 
bond yields reaching as high as 3.5%, 
almost three times yields three years 
ago, Amex’s income from securities is 
certain to increase at a growing rate. 
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No slender reed, American Express’ 
president knows better than to pre- 
dict the twists and turns of the bond 
market, but of his company’s pros- 
pects he insists: “There’s no limit—in 
volume or earnings—to our growth, 
so long as we’re alert and handle it 
properly. I try to lead my men, show 
them the way to go.” 

Going My Way. Ralph Reed, now a 
zesty 68, began showing the way as 
president in 1944, at the height of 
World War II and the doldrums for 
wartorn American Express. Son of a 
Philadelphia lumber company ac- 
countant, he took a daytime account- 
ing job to put himself through Phila- 
delphia’s Wharton School at night. 
After stints with United Gas Improve- 
ment and American International 


Shipbuilding Corp., Reed joined Amex 


FORWARDING FREIGHT: 
from a needle to an elephant 


in 1919 as assistant to the comp- 
troller. Soon he was helping to devel- 
op the remarkably efficient account- 
ing and auditing system with which 
Amex keeps up-to-the-minute tabs on 
its far-flung operations. In 25 years, 
Reed climbed seven staves to the top 
of Amex’s management ladder. 

The war had left Amex looking like 
nothing so much as a walking wound- 
ed. It had been forced to close down 
some 100 offices (even 11 Rue Scribe 
was being used to billet U.S. troops), 
and by 1946 earnings dwindled to 94c 
(though Amex faithfully paid out 
a dividend). But Reed well knew 
that each returning serviceman would 
bring home stories of all the wonders 
he had seen. He lost no time in kick- 
ing off the biggest expansion program 
the company has ever known, and a 
promotion program that has since 
succeeded in selling travel to a point 
where it has eclipsed even the Cadil- 
lac as a symbol of social status (Item: 
about 18% of U.S. tourists in Europe 
have incomes under $5,000). 

Since war’s end, in addition to 
running gross revenues up some five 
times, Reed has added or reopened 


350 offices, increased his world-wide 
staff from about 1,200 to nearly 
9,000. At 65 Broadway alone, there 
are more female than male employees 
among its staff of 2,000, a fact that 
would jolt old J. C. Fargo, who once 
ruled: “When the day comes that 
American Express has to hire a female 
employee, it will close its doors!” 

Travel Bug. To Reed, the travel bug 
is more like an occupational tape- 
worm. Once or twice a year he packs 
his bags and takes a whirlwind tour 
of his expanding empire that, for 
sheer peripatetics, makes John Foster 
Dulles look like a_ stay-at-home 
Traveling in high style (e.g., Hermann 
Goering’s private railway car), note- 
book always at the ready, he is 
promptly received by premiers and 
presidents. But Reed insists he is “no 
privileged person,” points out that he 
has even had his baggage stolen. 

Which is his favorite point of inter- 
est? Says Reed: “65 Broadway—it’s 
a great vacation spot.” But in his 12th 
floor office (whose decorations in- 
clude a photograph inscribed “With 
best wishes and warm regards from 
his devoted friend, Dwight D. Eisen- 
hower’’), Reed does anything but rest. 
His biggest problem nowadays is find- 
ing enough time to look after Amex’s 
constantly expanding universe of 
services. “He has an appointment cal- 
endar,” says an associate, “that looks 
like Eleanor Roosevelt's.” 

These diverse activities include: 
foreign freight forwarding, in which 
Amex does no actual shipping itself 
but arranges for the transportation 
of “anything from a needle to an ele- 
phant, from anywhere to anywhere,” 
and, armored trucking via Wells 
Fargo (roughly 60% owned), whici: 
once brought gold and silver out of 
the Comstock Lode and now trans- 
ports as much as $30 millien in paper 
and coin a day throughout New York 
alone; Hertz American Express Inter- 
national (Amex holds 49%; Hertz 
51%), which rents U-drive-it cars 
via 184 franchises in 229 foreign cities. 

The Optimist. Thus with its educat- 
ed fingers in many profitable pies, 
Reed is confident that nothing short 
of all out world war can dim Amex’s 
bright prospects. “And,” he adds 
pointedly, “I’m anything but a pessi- 
mist on the world situation.” 

Last month, as the advent of jet 
travel coincided neatly with the start 
of the winter tourist season, no one 
could blame Reed for feeling optimis- 
tic. But Wall Street could not help 
but wonder who would come out on 
top in the clash of the credit cards. 
For unlike needles, elephants or tour- 
ists, the universal credit card still 
constitutes one commercial continent 
from whose bourne no traveler has 
yet returned. 
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AIRLINES 


TIGER BY 
THE TAIL 


Like its competitors, Delta 

Air Lines these days has a 

tiger by the tail. It can’t let 

go and is finding it costly to 
hang on. 


“THERE'S only one thing monotonous 
about this business,” Collett Everman 
Woolman, president of Atlanta’s Del- 
ta Air Lines,* once quipped, “and 
that is the constant change.” Over 
recent years Delta’s Woolman has 
found the changes anything but 
monotonous. Though big, genial Col- 
lett Woolman started with a Louisiana 
crop-dusting operation in 1925 and 
piloted Delta to sixth place among 
U.S. domestic trunklines, he has rare- 
ly faced anything so tricky as his cur- 
rent task of keeping his high-flying 
airline on a profitable course. 

Sleepytime Down South. Last month, 
as Delta’s 5,600 stockholders delved 
into the firm’s crisp, new annual re- 
port (for the year ended June 30), 
it was apparent that Woolman had 
gotten further off course. Compared 
with earnings of $4.70 a share in 1956 
and $2.34 in 1957, Woolman had been 
able to earn only 95c in fiscal 1958. 
Delta’s 30c quarterly dividend, paid 
since early 1957, went by the board 
in the June and September periods, 
seemed likely to be passed in the De- 
cember quarter as well. 

Woolman blamed the weather and 
trigger-happy Latins. Delta had 
taken a beating during the usually 
prosperous winter months, when 
Delta’s planes shuttle sun-seeking 
tourists toward such vacation spots 
as Miami, Havana, Caracas and San 
Juan, Puerto Rico. But this year 
Fidel Castro’s guerillas and Vene- 
zuelan rioters detoured many Delta 
customers to less explosive resorts. 
If that were not bad enough, com- 
plains Woolman, “South Florida’s 
worst winter in half a century com- 
pletely ruined the 1958 winter season 
in that resort.” 

The Fiscal Flow. Nevertheless, Wool- 
man could not lay all his troubles to 
timid tourists. In purely operational 
terms, Woolman had done quite well 
despite the vacationland slump. Last 
year his operating profits, excluding 
depreciation, declined only 7.2% (to 
$11.9 million), compared with the 
59.4% plunge in earnings per share. 

What had happened then to Delta’s 


*Delta Air Lines. Traded NYSE. Current 
price: 2034. Price range (1958): high, 22; low, 
1614. Dividend (1958): 90c. Indicated 1958 
payout: none. Earnings per share (1958) 
95c. Total assets: $82.9 million. Ticker sym- 
bol: DAL 


FORBES, NOVEMBER 1, 1958 


Millions of Dollars 


BRINGING IN THE CASH 


Delta Air Lines’ net protit plunged 
last year to its lowest point since 
1954. But things were not as bad as 
they seemed. Delta’s cash flow 
climbed to the highest point in his- 
tory. Reason: heavy depreciation 
write-offs on the carrier's new fleet 
of DC-7B piston-engine planes. 
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profit? The answer: much of it had 
been deflected to the depreciation 
account. During the eight months 
ended last January, Delta had taken 
delivery of ten DC-7B piston-engine 
liners. As these planes went onto 
the books, depreciation charges 
zoomed. For the full fiscal year, de- 
preciation jumped to a record $9.4 
million—up no less than $2.6 million 
from the year before. 

Although this deduction under- 
mined net profit, it did enable Wool- 
man to shore up his cash resources. 
It also cut Delta’s income tax bill 
from $3 million in fiscal 1957 to $1 
million in fiscal 1958. During fiscal 
1958, Delta’s cash flow (depreciation 
plus net profit) poured through to a 


tune of $i0.3 million, a cool $1 mil- 
lion more than in 1957. For a com- 
pany with steadily declining profits, 
it was a tidy amount of currency to 
stash away in the till. 

Bridging the Gap. Given this pleas- 
ant jingle of coin pouring into Delta’s 
treasury, why had Woolman dropped 
Delta’s dividend? Answer: fast as 
the money was pouring in, it would 
soon be pouring out even faster. 
Woolman will need every penny of 
his cash flow, and additional funds as 
well. to pay for the $62.3 million in 
jets he has on order. At the moment 
Woolman has firm commitments to 
purchase six DC-8s and ten Convair 
880 jets, recently cancelled orders fo 
two other DC-8s. Such expansion is 
costly. But if Woolman was hard- 
pressed to pay for it, he was even 
more unwilling to let the opportunity 
pass for further growth. 

To raise the needed cash, Woolman 
could sell additional common shares. 
But at current market, he would 
have to price them well under book 
value. This Woolman feels would be 
giving away stockholders’ equity. In- 
stead, Woolman has chosen to bor- 
row, is negotiating with a groun of 
insurance companies for $25 million 
in long-term credit. This would bring 
Delta’s debt up to $55 million, an 
amount more than half again as great 
as present stockholders’ equity, pro- 
duce interest and debt repayment 
which will consume a lion’s share of 
earnings for years to come 

Delta’s Woolman can take what- 
ever comfort possible from the fact 
that all of his airline rivals face 
essentially the same problem. Sev- 
eral airlines, Capital and Northeast 
among them, already have top-heavy 
ratios of debt to equity. Still, there 
is no doubt that Woolman 
tiger by the tail “The airlines,” 
says he sadly. “are extremely impor- 
tant to our nation from any point of 
view. But we have to admit that 
we're in a pretty silly predicament 
for a growth industry.” 
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MAINTENANCE CHECK OF DELTA AIRLINERS: 
a jet-age journey, a flight from dividends 
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FOREIGN COMPANIES 


POPULAR EMMIE 


Electric & Musical Indus- 

tries rates as a low-priced 

stock on the Big Board, but 

there’s nothing small-time 

about this  globe-girdling 
enter prise. 





Wat Srreet lately has grown almost 
blasé about the high proportion of $10 
and $20 stocks crowding the Big 
Board's daily most active list. But last 
month the repeated appearance of 
one low-priced stock among the 
heavily traded had more than one 
tape watcher asking, “What is it?” 
The source of the mystification: The 
$6 ordinary shares of Britain’s Elec- 
tric & Musical Industries, Ltd.* 

It was anybody’s guess what all the 
trading in E&MI was about, but de- 
spite the low price and the unfamiliar 
name, there was nothing obscure 
about the company. “Emmie,” as Lon- 
doners call Electric & Musical Indus- 
tries, is a powerful holding company 
whose world-wide subsidiaries’ sales 
net $170 million a year. 

They make and sell _ radio-TV 
equipment, electronics, gadgets, small 
appliances and office equipment. But, 
most important of all, Emmie stands 
for phonograph records. In the U.S. it 
controls Capitol Records, third largest 
disc-maker, with its Capitol, Angel 
and Prep labels. Abroad it also con- 
trols the Columbia and H.M.V. labels. 

“This organization,’ Emmie Chair- 
man Joseph Flawith Lockwood has 
repeatedly said, “makes and markets 
almost as many records as the rest 
of the world put together.” Exactly 
how many records E&MI subsidiaries 
sell is a closely kept secret but not 
even Columbia Broadcasting or RCA 
challenges its claim to being the 
world’s largest disc maker. 

Pay Off. Immediate explanation 
for the big bustle on the Big Board 
was occasioned by Lockwood’s an- 
nouncing a 33143% stock dividend for 
Emmie. This he followed by a promise 
of higher dividends. “It will be pos- 
sible in the future,” he went on, “to 
recommend a more generous dividend 
policy.” Lockwood said he intended to 
recommend 20% on the new stock 
next year, equal (after British tax) to 
2lc a share, compared with 13c this 
year. With typical British caution he 
added: “provided fiscal °59’s profits 
match ’58’s.” 

Providing the profits do hold up, 

“Electric & Musical Industries, Ltd. Traded 
NYSE. Current price (American Depository 
Receipts): 634. Price range (1958): high, 
7's; low, 334. Dividend (1957): 13c. Indicated 
1958 payout: 13c plus 1 for 3 stock dividend. 


Earnings per share (1957): 46c. Total assets: 
$105 million. Ticker symbol: EMI. 
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Emmie can well afford to be more 
generous with stockholders. Last year 
it paid out less than 40% of its 
46c a share common earnings. “The 
directors’ conservative distribution 
policy of recent years,” explains Lock- 
wood, was due to “retensions for re- 
organizations and expansion 
[when] funds were both scarce and 
dear.” Now, it was clear he felt that 
the corner had been turned. 
Lockwood, a big (6 ft. 3 in.; 215 Ibs.) 
53-year-old bachelor, is no records 
man. He started business life as a 
miller in Chile. But since he came to 
Emmie in 1954 he has revitalized the 
company. Before he took over, Em- 
mie, like many another oldline British 
company, had grown fat and lazy in 
its cartel-like ways. Lockwood plowed 


E&MV’S LOCKWOOD: 
world records are his aim 


profits into expansion, modernized 
plants, went into new lines. Result: 
a growth in net from $1.7 million in 
1953 to $6 million in 1958. 

What Next? Can Lockwood's Em- 
mie continue to expand its earnings? 
Outside U.S. the record boom seems 
to be levelling off; sales in Britain 
are running no higher than last year. 
In the U.S. its subsidiary, Capitol 
Records, has been taking its lumps 
too. Though its sales continue to grow, 
from $35 million in fiscal 1957 to $43.7 
million in 1958, net slipped ominously, 
falling by $462,000 or 14.2% to $2.8 
million. 

But taking the longer view, Capi- 
tol’s growth, like the parent company’s, 
has been impressive. Since Emmie 
took control in 1955, its sales have 
risen from $16.3 million to $43.7 mil- 
lion; net from $692,800 to $2.8 
million. Despite rising competition in 
the U.S., world-wide prospects for 
the record business has never looked 
better. Emmie, in many ways the very 
prototype of the new style, expansion- 
conscious British enterprise, seems 
sure to get its share—and to go places 
in electronics as_ well. 


BUILDING MATERIALS 





HAPPY BIRTHDAY, 
AFTER ALL 


Johns-Manville’s centennial 


year started with a whimper, 
but it’s ending with a bang. 


Wuen Johns-Manville Corp.,* New 
York’s $258-million building materials 
giant, turned up with an unexpectedly 
good second-quarter report last sum- 
mer, Wall Street showed more than 
usual interest. It was no secret that 
J-M, which turned its one-hundredth 
birthday this year, had been wearing 
the world’s asbestos crown uneasily. 
Building and automobiles, its major 
markets for flame- and friction-foiling 
asbestos products, had started to slide 
in 1956. A 27c (net per share) first 
quarter, worst in ten years, was proof 
enough of that. 

But then came the good news about 
the June quarter. Chairman and Presi- 
dent Adrain R. Fisher’s report showed 
earnings up to 85c from 79c¢ in 1957, 
a pleasant surprise in the face of a 
sales decline from $82.4 million to 
$79.1 million. Did this improvement in 
profits, however minor, mark the end 
of J-M’s 18-month slide? 

Half Way Back. Apparently it did. 
Last month Chairman Fisher dis- 
patched an even more impressive 
third-quarter report from his Manhat- 
tan offices. In the three months end- 
ing September 30, J-M had rolled up 
98c a share, compared with 80c a year 
ago—a gain of 22.5% year-to-year 
against a 7.6°% improvement in the 
second quarter. Most encouraging of 
all was the fact that profit margins, 
too, were improving. For nine months, 
J-M’s operating profits of $36.7 mil- 
lion (on sales of $223 million) toted up 
to a pretax margin of 16.5c on the 
sales dollar. That was 2.3c more on 
the sales dollar than J-M earned last 
year and put it half way back to the 
prosperous 18.7c margin of 1956. 

“It is gratifying,” “A.R.” Fisher told 
his stockholders, “to report higher 
earnings despite slightly lower sales 
volume caused primarily by a nine- 
week strike at our third largest plant 
at Marrero, Louisiana.” Wall Street 
analysts were guesstimating J-M’s 
1958 net at some $2.75 per share, 
comfortably up from last year’s $2.48 
although still below 1955’s $3.67. Strike 
and the waning recession notwith- 
standing, 1958 was turning out to be 
a centennial year that started with a 
whimper, but ended with a _ bang. 


*Johns-Manville Corp. Traded NYSE. Cur- 
rent price: 4515. Price range (1958): high, 
473g; low, 3414. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. Earnings per share 
(1957): $2.48. Total assets: $257.9 million. 
Ticker symbol: JM. 
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WALL STREET 


GOOD INVESTMENT 


Another bull market land- 

mark: the price of a Big 

Board membership has hit a 
21-year peak. 





Back in 1942 the U.S. was locked in a 
two-front war, Big Board stock trad- 
ing was bumping along at a bucolic 
455,382 shares a day, and the Dow- 
Jones industrials sold as low as 92.69. 
That year a seat on the New York 
Stock Exchange sold for $17,000. 

Those days seemed a long way away 
last month. Like nearly everything 
else on the Big Board, the price of the 
privilege of doing business on the floor 
waS’ going up. The ticker, clicking out 
5-million share trading days, was 
playing a merry tune on member 
firms’ cash registers. A seat changed 
hands at $122,000, up $8,000 from the 
previous sale and a sharp improve- 
ment from $69,000, the going price 
early this year. It was the highest 
price paid for a seat since one sold for 
$125,000 in March, 1937. 

Obviously, it was the rising tempo 
of trading, more than the rising prices 
of stocks, which made Stock Exchange 
membership more valuable. But as an 
investment, the memberships were 
turning out pretty well in their own 
rights. A member who bought at the 
low price in 1942 could count a paper 
appreciation of over 700%. At that 
rate, the memberships were doing 
even better than the stock market 
itself, which, as measured by the DJI, 
was up just 500°, from the bottom of 
the mid-war bear market. 

But the rush to get on the Big Board 
was far from reaching 1929 propor- 
tions. If the stock market, as meas- 
ured by the DJI, had long since passed 
its 1929 legendary high, the price of 
seats on the exchange had not. The 
1929 high price for a seat: $625,000. 
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TRADING AT THE N.Y.S.E.: 
for a “seat” on the floor, a high price 


OIL 


WHO GETS 
THE IMPORTS? 


On a government decision 

may hang a major shift in 

the oil industry's profit 
pattern, 


Not since the Memphis decision on 
natural gas has so much 
hung on a single government decision 
to a U.S. industry. Last month 
men and brokers alike, from the 
canyons of Wall Street to the plains of 
East Texas, were waiting to see which 
way the cat would jump in the mat- 
ter of import quotas. 

The U.S. Government, in the person 
of ex-Navy captain Matthew V. Car- 
son, administrator of the Voluntary 
Oil Import Program,* was still mak- 
ing up its mind which companies 
would be permitted to import the most 
high-profit foreign oil into the U.S 
Only one thing was certain: 


prices 


oil- 


Texas 


The teeth of the “voluntary” program: the 
fact that the Government is a huge purchaser 
of oil and will not buy from a company which 
does not respect its quotas 


| VENEZUELA: 
“violence to all recognized principles”? 


oilmen, thirsting for firmer prices and 
higher profits, had pressured Wash- 
ington into cutting back oil imports 
But now Washington had to decide 
which importing companies would 
have to pay the piper: the traditional 
importing companies or the domestic 
refiners 
Washington's 
quotas 


current oil imports 
favored the companies with 
huge domestic refining capacity, such 
as Standard Oil of Indiana, Phillips 
and Pure Oil (Forses, Oct. 1) 
Reason: the quotas were based on 
refinery capacity rather than on the 
company’s traditional volume of im- 
ports. But this policy 
heavy fire last month from 
established importers as Gulf 
Standard of California. On 
part, the “internationalists”’ 

that the quotas thei: 
investments does 


unde 
such 


was 


and 
their 
argued 
ignored huge 
abroad “It 
lence,” thundered Sinclair’s Chairman 
Percy C. Spencer, himself a big im- 


Vv10- 


porter, “to all recognized principles of 
reason and equity.” 
Confusion in Wall Street. It 
violence to Wall Street’s analytical 
powers. Until the final quotas are an- 
nounced, The Street will be hard put 
deciding which oil stocks are likely to 
benefit and which will be hurt by im- 
port quotas. For the big 
oil these days generally 
company 


also did 


money in 
goes to the 
which can import the most 
oil. By one oil analyst’s estimate, an 
East Coast refinery can make a profit 
of 25c on every barrel of U.S 
it processes, but if it uses, say, 


crude 
Ven- 
ezuelan crude, the profit jumps to 50« 

This golden flow now has 
partly diverted to the mainly domestic 
companies, the so-called crude-deficit 
refiners. Under the 
program, 
President 
has 


been 


Government's 
Continental Oil's 
Leonard McCollum, who 
imported little foreign oil, can 
triple his allotment to 15,100 barrels 
a day 


latest 


Shell, whose only foreign in- 
vestment is in Canada, could boost its 
imports from 6,400 barrels 
40,000. And Standard of Indiana, 
which has stepped up its foreign pro 
gram only 


a day to 


in the past year, could go 
from 25,400 barrels a day to 74,700 

Exactly effect on 
the international oil companies of cur 
rent If they continue, Gulf 
Oil’s imports would be cut by a third 
to 61,000 day. Atlantic's 
would be cut 50,000 to 21,000, 
and Sun’s would drop from 43,000 to 
25,800. Since all these companies have 
recently poured big money into oil 
fields they could be badly 
hurt if the Government does not mak« 
some allowance for thei 
vestment. 

The Turnabout. As the 
from the 


opposite is the 
quotas 


barrels a 


from 


abroad, 
foreign in 


oppositior 


major companies mounted, 


it was fast becoming clear last month 
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that Washington would probably 
make some adjustment in its quota 
allowances to favor the internationals. 
Yet The Street wondered whether 
even that would give a final answer 
to the problem of bureaucratic con- 
trols which Texas oilmen have loosed 
on the industry. For at the very mo- 
ment that Washington was pondering 
its adjustments, more than 300 
smaller oil companies (among them: 
Murphy Corp., White Eagle Oil and 
Champlin Oil & Refining) were pros- 
pecting abroad. At any time, one 
of them might strike the “big” oil 
that could give them claims that could 
once more disrupt the whole imports 
program. 


PAPER 


BACK FROM 
THE BRINK 


Roy Ferguson's determined 

expansionism looked more 

than a little rash when the re- 

cession was at its worst. But 

rising sales curves seem to 
be proving him right. 


Roy Kine Fercuson, chairman and 
chief executive officer of St. Regis 
Paper Co.,* is not a man who scares 
easily. Ferguson 
plowing ahead with his bold expan- 
plans even when’ faced with 
and unmistakable recessions. 
To some Wall Streeters this expan- 
sion in the face of idle capacity some- 


has insisted on 


sion 
severe 


times seemed unnecessarily close to ° 


brinkmanship. 

Brinkmanship or not, Ferguson re- 
fused to turn back. He took comfort 
from the fact that paper consumption 
per capita has been increasing stead- 
ily—up more than 100% since the 
early Thirties—for so long that its con- 
tinuation seemed almost past doubt. 
Add to that the fact that the popula- 
tion itself is growing rapidly, Fergu- 
son liked to say, and you have a cer- 
tainty of paper industry growth that 
can hardly be doubted. By spend- 
ing a cool quarter billion dollars since 
the end of World War II, Ferguson 
increased St. Regis’ sales by some 
335°%,, from $83 million in 1946 to $361 
million last year. 

No Brakes. Nevertheless, when the 
first signs of a downturn in the 
economy appeared in early 1957, Wall 
Street assumed that Ferguson would 
slow the pace of his expansion. Es- 
pecially so since paperboard, a St. 

*St. Regis Paper Co. Traded NYSE. Cur- 
rent price: 45. Price range (1958): high, 4549: 
low, 2614. Dividend (1957): $1.55. Indicated 
ay payout: $1.40. Earnings per share (1957) 


$2.53. Total assets: $376.2 million. Ticker sym- 
hol: SRT 
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ST. REGIS’ FERGUSON: 
he stuck to his guns 


Regis specialty, was one of the first 
industries to feel the recession pinch. 

But to the horror of some analysts 
Ferguson did nothing of the sort. Not 
only did he stick by his plans to spend 
$35 million on expansion, but he ac- 
tually raised his 1957 capital spending 
to $44 million. “There has been,” he 
insisted, “no change in the long-term 
outlook for growth and prosperity 
for the paper industry and for St. 
Regis.” 

Hardly were the words’ spoken 
when Ferguson’s directors cut the 
dividend from 50c to 35c “in order to 
conserve working capital.” It was at 
this point that Wall Street began to 


Paperboard Production Industrial Production 


PAPERBOARD 
PROGNOSTICATOR 
This year, once again, the paper- 
board production index lived up to 
its reputation for calling the eco- 
nomic turns. Paperboard output 
began rising in January, continued 
upward in February and March. In 
turning up, it anticipated by a full 
four months the May-June turn in 
the Federal Reserve index of indus- 

trial production. 
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mutter abcut brinkmanship. St. Regis 
stock dropped a precipitous 51% 
from 48% to 2312. 

Clouded Outlook. Ferguson stuck to 
his guns. Chief among his projects 
was the expansion program at his huge 
containerboard mill at Jacksonville, 
Florida. Plant costs on this alone in 
1957 came to over $14 million. On 
top of this he passed out about 1.2 
million St. Regis shares to acquire 
two lumber companies in the North- 
west. 

Ferguson, it was plain, had bet 
heavily on the recession being a short 
one, at least so far as paner was con- 
cerned. For awhile, it began to look 
in Wall Street as though Ferguson 
had gotten too close to the brink. 
Earnings for the first two quarters of 
1958, at 92c a common share, were 
way off from the close to record earn- 
ings achieved in the first half of 1956, 
and even some 25°; below last year’s 
reduced profits. 

But even before the production in- 
dices had signaled that the recession 
was over, Roy Ferguson knew he had 
won this gamble. First, the recovery 
of the construction industry led di- 
rectly to higher lumber prices. Re- 
sult: “The J. Neils Lumber Co. and 
the St. Paul Tacoma Lumber Co., both 
of which we acquired last year, are 
now,” said Ferguson, “contributing 
substantially to parent company earn- 
ings.” 

Even more important, paperboard 
production had been edging upward 
since early in the year. Paperboard 
is Roy Ferguson’s most important 
product. It is also, as Ferguson well 
knows, often a most reliable advance 
indicator of what the over-all pro- 
duction indices are going to do (see 
chart). Therefore, as early as 
February, well before many 
businessmen, Ferguson knew 
business was picking up. 

Second Round. Last month, the gen- 
eral business recovery was reflected 
in still greater demand for packag- 
ing materials. Responding to this, pa- 
perboard mill activity climbed to 95°; 
of capacity after having lagged around 
80°. for most of the year. 

St. Regis would be one of the first 
to benefit. “Better demand for con- 
tainerboard,” predicted Ferguson, 
“will sharply improve second-half 
earnings.” Wall Street, by bidding 
St. Regis stock up to 45, only a few 
points below its 1957 high of 48%, 
implicitly voted a somewhat belated 
confidence in Ferguson’s expansion 
policies. Now well clear of the brink, 
Ferguson was again busily planning 
more expansion. By 1960, he an- 
nounced, St. Regis will be ready for 
yet another “major expansion pro- 
gram.” But this time nobody was 
complaining about brinkmanship. 


last 
other 
that 
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MUNICIPAL BONDS 


SOPHISTICATED 
FARE 


Taxfree local bond issues, 

long institutional favorites, 

have lately come into vogue 

among private investors as 
well. 





For MANY an investor, the municipal 
bond market remains an uncharted 
wilderness. With no less than 200,000 
civic units offering bonds, it would 
baffle even a Baedeker. “Let's face it,” 
says one big dealer, “municipals are 
sophisticated fare.” 

Until recently, municipals were 
mainly a diet for institutional inves- 
tors, such as banks, insurance com- 
panies and trust funds. And there 
were always a relative few high- 
bracket private citizens who were at- 
tracted by their taxfree allure. Yet 
last month there were also signs that 
at last municipals were coming into 
something of a vogue among smaller 
investors. 

Big Money. Not all municipal deal- 
ers are certain that the vogue has 
spread very far among “the small 
money.” But there is no escaping the 
surge in municipal bond financing it- 
self. In 1958’s first nine months alone, 
new municipal bond offerings totaled 
more than $6 billion, the highest on 
record, and 21% greater than a year 
ago. For all of 1958, the total is likely 
to run well past $8 billion. In all, there 
will be more than $50 billion in mu- 
nicipals outstanding (vs. something 
over $250 billion in Big Board listed 
stocks at recent market values). Be- 
fore World War II, only about $20 bil- 
lion in municipals was held by 
investors, and that level showed little 
gain from the $18.4 billion in portfolios 
a decade ago. 

For large investors in high tax 
brackets, the appeal of municipals (a 
term which covers bond offerings of 
states, counties, school districts and 
independent authorities as well as 
towns and cities) is the escape hatch 
they offer from taxes. Not only are 
municipals exempt from all federal 
income taxes, but they are also often 
free of state levies as well, at least 
in the state where issued. As a result, 
investors in high tax brackets are able 
to get a big break (see table). For 
some, a 3.5% taxfree return is the 
equivalent of a better than 12% 
taxed yield. 

Now the signs that smaller investors 
are invading this long-time province 
of large private and institutional in- 
vestors are multiplying. One recent 
study by Smith, Barney & Co., one of 
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THE BIG MULTIPLIER 


For investors in the higher income 
brackets, a dollar of taxfree inter- 
est on municipal bonds does the 
work of several dollars earned as 
ordinary income. But even in the 
moderate income brackets, mu- 
nicipals have a lot to recommend 
them. Here are some comparisons: 
A Taxfree 


Yield 
ee 


... ls the Equivalent of This 
Taxable Yield 


in the income Bracket 
$10,000- $20,000- 
$22,000 


$44,000- 
$12,000 
3.41% 


$50,000 
2.42% 5.36% 
4.03 \ 
4.84 

5.65 

6.45 

7.26 











the top ten municipal bond under- 
writers, showed that individuals ac- 
counted for 18°; of their sales in 
1957, vs. only 14°, two years before. 
And the proportion seems to be still 
rising. 

Change of Pace. This trend couldn't 
make the dealers happier. For mu- 
nicipals are, when things go well, a 
handsomely profitable business all 
round. For the underwriter, a success- 
ful offering can yield a profit of be- 
tween 1°, -2°,. For the dealer, small 
unit trading also has lush rewards. 
With the spread by bond dealers run- 
ning anywhere from one eighth of a 
point to as much as three points (from 
$1.25 to $30), depending on the activ- 
ity of the issue, municipals are sub- 
stantially more profitable to handle 
than corporates. One large New York 
Stock Exchange member firm re- 
ported that no less than 25%, of its 
profits last year came from its mu- 
nicipal department, compared with 
only 10% a decade ago 


BOLIVIA’S SILES ZUAZO: 
after 27 years, a payoff 


Such profits are balanced by large 
risks. When bond prices dropped to a 
25-year low earlier this year, many 
a dealer took a licking on the mu- 
nicipals still on his shelves. But by the 
same token, the rebound in prices of 
municipals has meant a healthy ap- 
petite among buyers near the lows. 
The appeal at these prices of such 
issues: capital gains as well as taxfree 
income. 

On the docket is plenty to satisfy it. 
Up for approval in the elections this 
month are almost $2 billion in pro- 
posed new issues—nearly 
much as a year ago. 


twice as 


FOREIGN BONDS 


COME AND GET IT 


Empire Trust to 

bondholders: Here's 

money. But where are 
people? 





Bolivian 
the 
the 


Tue U.S. holders of $56 million in 6, 
7“ and 8; Bolivian dollar bonds 
(first issued in the Twenties to beef 
up Bolivia’s transportation facilities) 
are a long-suffering, Job-like lot. For 
one thing, the four tinplated issues 
of bonds turned out to be anything 
but gilt-edged: Bolivia defaulted on 
them in 1931. Since then interest has 
gone some $100 million into arrears. 
After 27 years, the bondholders all 
but gave up hope of ever realizing 
anything on their investment. 

Then early last year, thanks to its 
clean-sweeping President Herman 
Siles Zuazo, Bolivia finally moved to 
become the last of the Latin American 
nations to make good on a defaulted 
debt (Forses, Feb. 1, 1957). Last June 
it empowered Manhattan’s Empire 
Trust Co., its fiscal agent, to mark up 
the par value of each bond from $1,000 
to $1,100 and pay 1‘, interest (retro- 
active to July 1, 1957) on the new 
face amount. In addition, it provided 
that in 1962 bond holders will be able 
to exchange their old issues for brand 
new sinking fund bonds maturing in 
1993. 

The story might have ended there 
but for one thing. Despite the efforts 
of the Foreign Bondholders Protec- 
tive Council to publicize the settle- 
ment, only a relative handful of bond- 
holders have submitted their bonds to 
Empire Trust for stamping and pay- 
ment. “You have to remember,” ex- 
plains one bank executive, “that after 
27 years even a reasonable response 
is a good one. If we can get the whole 
thing in by the end of the year, we'll 
be more than delighted.” But, he 
added wistfully: “At this rate, we 
won't.” 





GOLD 


THE NEXT 
BEST THING 


Want to own gold bullion? 

Impossible, but an enter pris- 

ing Canadian bank offers the 
next best thing. 


Ever since the Emergency Banking 
Relief Act became law in 1933 it has 
been illegal for U.S. citizens to prssess 
monetary gold. Anyone hankering 
after the comforting sight of the age- 
old symbol of security has had to be 
centent with the knowledge that the 
U.S. had the world’s largest known 
hoard under lock and key at Fort 
Knox. 

But for Americans with an irresist- 
ible urge to own an actual gold brick 

and with the necessary purchasing 
power to indulge the urge—an enter- 
prising Canadian bank last month 
came up with a hopeful substitute. The 
Bank of Nova Scotia announced it 
was offering for sale negotiable cer- 
tifcates against which it would hold 
gold in its Toronto vaults. 

The certificates, said the bank, 
would even identify specific bars of 
bullion and could be registered in the 
owner’s name or, at the owner’s op- 
tion, would be made transferable on 
sight like money. To make matters 
easier for U.S. citizens who could not 
travel abroad to purchase gold for de- 
posit with them, the Nova Scotia bank 
said it would gladly buy the gold for 
certificate holders-to-be. Developed 
for use in international trade, the 
certificates nevertheless could be used 
as claim checks on the actual stuff. 

The bank, a staid and highly re- 
spected Canadian financial institution, 
was frankly trying to drum up trade. 
It planned to charge both for storage 
of the gold and for servicing the 
certificates themselves. With interest 
in gold stocks high and with rumors 
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STORING GOLD BRICKS: 
investors showed interest 


rife of a possible price increase for 
the yellow metal, bank officials had 
high hopes for their scheme. “There’s 
been a good deal of interest,” claimed 
Harry Randall, BNS’s comptroller. 
But then came the spoil sports. Back 
in Manhattan, U.S. government au- 
thorities were interested, too, but for 
different reasons. “You might be able 
to own the gold up there,” warned a 
disapproving spokesman for the Fed- 
eral Reserve, “but don’t forget that 
the law won't let you bring it down 
here.” Even trading in the certificates, 
added the U.S. Treasury, “might well 
be a violation of our gold statutes.” 
The SEC chimed in that it would 
probably regard the certificates as “an 
unregistered offering of gold securities 
rather than mere warehouse receipts.” 
At month’s end the bank was some- 
what crestfallen but still hopeful. 
Muttered one disconsolate BNS of- 
ficial, “There are no Canadian re- 
strictions on gold transactions—and 
no restrictions on Americans owning 
gold outside the U.S. So why all the 


a... 


GOTS AT YOUNGSTOWN PLANT: 


on the Big Board, new signs of life 


STEEL 


THE MAN IN 
THE MIDDLE 


While waiting for the courts 
to make up their minds about 
the Bethlehem-Youngstown 
merger, Jim Mauthe has not 
exactly been twiddling his 


thumbs. 


AS CHAIRMAN of the $636-million 
Youngstown Sheet & Tube Co.,* 
James Lester Mauthe has been in an 
ambiguous position since 1954. In 
that year Youngstown, the U.S.’ sixth- 
ranking steel producer, and Beth- 
lehem, second-ranking, agreed _ to 
merge. From the union would have 
emerged a mighty steel combine, 
whose 29.5 million tons of capacity 
would have made a strong second to 
U.S. Steel’s 40.2 million tons. 

But U.S. government trustbusters 
stepped in, have been blocking the 
merger in the courts ever since 
Neither Mauthe nor’ Bethlehem 
President Arthur B. Homer gave up 
the idea of joning their forces. Yet so 
long as the merger was stalled in the 
courts, Mauthe had no choice but 
to go back to running Youngstown as 
a separate company—in such a way, 
however, that he would not jeopardize 
an eventual merger. 

No Red Ink. It was no easy task, but 
Mauthe performed it well. This fall 
he paused to give an account of his 
stewardship. Flying to Los Angeles, 
he addressed the local Society of 
Security Analysts. The year 1958, he 
told them, would be no banner yea 
for his company. Steel shipments, he 
said, will approximate 2.5 million tons 
as compared with the 3.6 million ton 
total of 1957. 

But if Mauthe offered little comfort 
from his order books, he felt he 
could point with pride to his profit 
and loss statement. “The fact,” said 
he, “that we can suffer a decline of 
this magnitude and still maintain a 
profitable operation adds to our con- 
fidence.” With production for the 
full year at around 60% of capacity, 
Mauthe indicated the company will 
earn in the neighborhood of $5 a 
share for the full year. That would 
be a far cry from 1957’s $12.35 but a 
remarkable showing for a company as 
recession-struck as Youngstown had 
been. 

Private Troubles. Mauthe, of course, 
could not, and did not, deny that the 
recession had been especially hard on 


*Youngstown Sheet & Tube Co. Traded 
NYSE. Current price: 115. Price range (1958) 
high, 11914; low, 6812. Dividend (1957): $5.50 
Indicated 1958 payout: $5. Earnings per share 
(1957): $12.35. otal assets: $636 million 
Ticker symbol: YB. 


FORBES, NOVEMBER 1, 1958 





Youngstown. A late starter at ex- 
pansion, Youngstown has had to con- 
tend with high-priced new plants— 
its giant Chicago mill among them— 
which produce exceptionally heavy 
depreciation charges and thus depress 
reported earnings. 

Then, too, Youngstown still relies 
top-heavily on two principal product 
groups—hot- and cold-rolled sheet 
and strip, and tubular goods, which 
together provided no less than two 
thirds of its shipments last year. Both 
lines were hard hit by the slump. 
Shortly after auto and appliance sales 
began to plunge, cutting into sheet and 
strip,-the Memphis Decision was up- 
held, slowing down expansion by 
natural gas pipelines and, consequent- 
ly, demand for steel pipe. Only last 
spring Mauthe had complained: “I 
can’t see how business can be much 
better for some time.” 

But business did pick up—sooner 
than Mauthe expected. As figures 
for third-quarter operations began 
filtering through to his office last fort- 
night, Mauthe was cautiously op- 
timistic. His pipe business remained 
rather slow, but Mauthe had begun to 
get increased orders for auto and ap- 
pliance steel. Where he operated at 
48°. of capacity in the second quarter, 
trailing the industry average of 54%, 
Mauthe last month was running his 
mills at a rate very close to the in- 
dustry’s 71%. “The outlook,” smiled 
he, “is certainly better than it has 
been for a long time.” 

New Life. On Wall Street, too, 
Youngstown was showing new signs 
of life. Its rise so far this year has 
been the fastest among the major 
steels. Selling at just 6842 in January, 
YB common had climbed to 11912 by 
the middle of October, a rise of some 
74°, when the Dow-Jones industrials 
were gaining just 25°,. 

YB still was selling way below what 
other major steel stocks commanded 
in relation to its steel-making ca- 
pacity (see chart). But what im- 
pressed veteran steel analysts was 
that, for a change, Youngstowr. Sheet 
& Tube was leading the other major 
steels instead of bringing up the rear. 

What was up at Youngstown? Was 
The Street banking on the merger 
finally going through and betting that 
terms of the stock trade would be 
favorable to YB holders? Or were in- 
vestors looking for potential bargains, 
attracted by the relatively low market 
valuation on Youngstown’s modern 
mills? 

Chances were that it was a little of 
both—but it was one other thing be- 
sides: a realization that hard-working 
Jim Mauthe, the ambiguity of his 
position notwithstanding, had done a 
first-class job in beefing up a slightly 
run-down old company. 
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PAN AMERICAN SULPHUR’S PLANT AT JALTIPAN, MEXICO: 


SULPHUR 


THE LAST LAUGH 


They laughed when Pan 

American’s Harry Webb sat 

down to play sulphur pro- 

ducer. But no one’s laughing 
now. 


Wuen the Pan American Sulphu 
Co.* started production in 1954, more 
than one Wall Street pro predicted 
that its way was likely to be as rugged 
as the Mexican jungle in which its sul- 
phur is located. World sulphur mar- 
kets, it seemed to them, were too 
closely in the grip of the U.S.’ big 
sulphur producers for a newcomer to 
break in easily (Forses, Sept. 1) 
They were still doubtful later in the 
year when Pan American’s Presi- 


*Pan American Sulphur Co. Traded over- 
the-counter. Current price: 25'5. Price range 
(1958): high, 2512; low, 12's. Dividend (1957) 
4°, in stock. Indicated 1958 payout: 80c plus 
2°, stock. Earnings per share (1957): $1.69 
Total assets: $23.4 million 





WHAT'S A STEEL MILL WORTH? 


The answer to that question depends — in the 
judgment of the market place — on which steel 
mill you are talking about. Here is the valuation 
that the stock market currently puts on the steel- 
making capacity of each of the Big Seven steel- 
makers, after subtracting working capital and 
allowing for all debt and preferred stock: 
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the upstart refused to be downed 


dent Harry C. Webb pumped up 31,- 
000 tons of sulphur, sold most of it 
by simply undercutting the American 
producers’ prices 

Room for Doubt. They had a strong 
case for their skepticism. Just wait, 
they said, until the American produc- 
ers turn the tables on Pan American 
and fight back with price cuts of 
their own. With their combined pro- 
duction of some six million tons of sul- 
phur a year, Pan American would 
very probably find itself buried unde 
an avalanche of low-priced sulphur 
Such an onslaught, with 
Pan-Am’s slender financial resources 
was calculated to cut the upstart Mex- 
ican producer down to size, lose 
new-found customers 

Just as predicted, the tables turned 
In a move that stunned the industry, 
last fall huge Texas Gulf Sulphur Co., 
the biggest producer in the 
slashed its prices by $3 a ton 
seemed to little 
American to compete 

Turnabout. But by last month, even 
the most skeptical sideliner could 
hardly deny that Webb’s Pan Ameri- 
can had handily survived—and ar- 
rived. From his Texas headquarters, 
maverick Harry Webb released a set 
of statistics for the first three quar- 
ters of 1958 that was impressive in- 
For the period, he announced 
Pan American's production had risen 
17.1‘, to 603,000 long tons. In the 
third quarter alone, shipments totaled 
231,000 tons, a gain of 44,000 tons over 
the same quarter of last year. “The 
largest volume,” grinned he, “of any 
quarterly period in the 
history.” 

What was more, Webb had actually 
managed to increase his profits, by 
1.4°, to $2.6 million ($1.23 a share) 
To be sure, a 1.4% increase in earn 
ings is hardly likely to look like big 
money in the financial world’s 
stem. But it left plenty to think 
about. Much of the gain, for one 
thing, had come in the third quarter, 
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... what a difference 


BUSINESSMEN: 
-Come South and share in the 


ACTIVE, GROWING YEARS of the 


young industrial Southland! 


All America is growing — but the fast-growing youngster 








UP 


tt makes! 


IN BUSINESS, TOO, there are times of uphill 
going in a period of slackened activity that are 
mighty hard to “ride out” unless youthful vigor 
is on your side. 

That's where the Southland today has yet another 
advantage for industry. For, unlike older, set-in- 
their-ways industrial areas, the South is still in 
the resilient “youngster” stage of its economic 
development... confident... enthusiastic... young 
in years and in spirit, too. Growing consumer 
markets keep buying more and more. Workers in 
industry here willingly give a full day’s work for 
a fair day's pay. Dependable rail transportation, 


of the “family” is the modern South! 





MOVE NOW to a modern plant 


in the modern South...top combination 
for the increased production efficiency 
that you are looking for right now! 











plentiful electric power, nearby natural resources 
... these, too, are “on your side” when you locate 
your factory in the Southland. 

To every young and growing region there comes 
a time of phenomenal development to maturity. 
This is its era of opportunity —— the confident 
and vigorous growing-up years. That time for 
the South is now. The opportunity is yours. Com 
South and grow with the young, fast-growin: 
Southland. “Look Ahead — Look South!” 


SOUTHERN RAILWAY SYSTEM 


WASHINGTON, D.C. 
THE SOUTHERN SERVES THE SOUTH 





when Pan American's profits ran up a 
handsome 12.5%. Very probably Pan 
American will be the only sulphur 
company to show any kind of increase 
in earnings in hard-fought 1958. 

Still in Business. This combination 
of facts impressed Wall Streeters 
mightily. Clearly the American pro- 
ducers have not been able to cut Pan 
American down to manageable size, 
despite their price cuts. Not only had 
Webb met their new, low price, but 
he actually managed to increase his 
earnings while theirs plummeted. 
With 30 million tons of sulphur re- 
serves, and stockpiles in Mexico and 
two points in the U.S., it was clear 
that Harry Webb was going to be 
stealing customers for a long, long 
time—and having the last laugh. 


OIL 


PRIOR’S BIG PUSH 


Frank Prior is firmly deter- 
mined to change the face of 
big, staid Standard of Indiana. 


AT THE unpretentious headquarters of 
the Standard Oil Co. (Indiana),* far 
down on Chicago’s windswept South 
Michigan Avenue, there was an air of 
excitement last month. Staid Indiana 
Standard had seen nothing like it 
since 1913, when a company chemist 
discovered the cracking process that 
made low-cost gasoline (and hence 
mass-produced cars) possible. A 
steady stream of geological reports 
flowed in from obscure corners of the 
earth. Indiana staffers rushed off to 
still other obscure corners. And every 
move made by Indiana Standard’s 
Chairman Frank Prior became, liter- 
ally, front page news. 

In the seven months he has been 
chairman, Prior has been making 
sweeping changes in Indiana’s corpo- 
rate personality. He makes no secret 
of his aim: to turn Indiana Standard 
from a land-locked crude-deficit re- 
finer and marketer to a globe-girdling 
producer and crude-marketer ap- 
proaching the scope of Jersey Stan- 
dard, Socony Mobil or Gulf. 

The Headline-Maker. For a few days 
last month, it even appeared that Prior 
was about to play hob with the very 
basis of the American oil network 
overseas. From Rome came a news 
agency report (which had, in fact, 
been common oil gossip for months) 
that Prior was negotiating for a 10,000 
square mile tract in the middle of 

*Standard Oil Co. (Indiana). Traded 
NYSE. Current price: 4714. Price range 
(1958) : high, 497%; low, 3512. Dividend (1957) : 
1.40 plus stock. Indicated 1958 payout: $1.40. 


arnings r share (1957) : $4.24. Total assets: 
$2,535 million. Ticker symbol: SN 
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PAN AM SULPHUR’S WEBB: 
his statistics were impressive 


Saudi Arabia, the home of the Arabian 
American Oil Co.+ As the world’s 
newspapers headlined it, Prior was 
willing to tear another rent in the fab- 
ric of oilmen’s 50-50 profit-sharing 
agreements in order to sink his wells 
in the Saudi domain. 

The Saudis, ran the stories, wanted 
Prior to form an integrated company 
which would let them share in the oil 
profits (on a better than 50-50 basis) 
all the way from the wellhead to the 
gasoline pump. The very next day, a 
peeved Frank Prior denied the story. 
“Terms offered so far by the Saudi 
Arabian government,” snapped he, 
“have been completely unacceptable.” 

The Turn-Around. But few oilmen 
really believed that the matter was 
closed. They were convinced that, in 
one way or another, Prior was deter- 
mined to shoulder his company into 
the international big-time. As Prior 
himself bluntly puts it: “Look, we 
want to be in on the world picture in 
this business.” 

Prior already has forcibly pushed 


* Jointly owned by Socony, Jersey Stand- 
ard, California Standard and Texas Co. 


INDIANA STANDARD’S PRIOR: 
his moves were front-page news 


himself into one corner of that picture. 
Five months ago, deceptively mild- 
looking Frank Prior got a concession 
in Iran under a complicated agreement 
which gave the government, in effect, 
a fat 75% of the profits. There was, it 
is true, a joker in the pack. In the 
Aramco-type 50-50 deal, the host 
company draws its share from the 
start; under Indiana’s 75-25 deal, the 
company gets its investment back first. 
But the fact remained that Prior was 
the first oilman from a major U.S. com- 
pany to break the hitherto sacrosanct 
50-50 formula. 

The New Look. This action, as Wall 
Street saw it, was exactly what Indi- 
ana needed to revive its flagging fi- 
nancial fortunes. Ever since it sold its 
huge South American properties for a 
song in the early 1930s, Indiana sel- 
dom has been able to pump up more 
than half the oil needed by its thirteen 
massive refineries. 

So Indiana Standard had to become 
primarily a refiner and marketer of 
oil, two of the least profitable and most 
cyclical phases of the industry. Hence 
its pretax profit margins normally run 
to half those of the global Jersey 
Standard or Texas Co., and in the first 
half of this year, weakness of product 
prices dropped its profits by 36.6, to 
$52.4 million—one of the severest 
drops in the industry. 

Prior’s trip abroad could eventually 
change all this. The average U.S. well, 
whose yield is dragged down by pro- 
rationing and other factors, pumps up 
only 13 barrels of oil a day. But a Mid- 
dle East well will produce from 5,000 
to 15,000 barrels of oil a day. More- 
over, the U.S. barrel costs anywhere 
from $1.50 to $2 to find and produce, 
vs. 20c to 30c in one of the lush oil- 
fields of the Middle East. 

Another factor: Middle East oil 
opens up for Indiana the rich foreign 
market, where demand has_ been 
growing at far faster rate than in the 
U.S. By 1965, in fact, free-world con- 
sumption of oil products is expected 
to exceed U.S. demand. 

All in all, Prior this year is spending 
$50 million to find oil outside the U.S., 
in Iran, Libya, and Venezuela. Not 
that he is predicting when these pro- 
grams will show up on the profits col- 
umn. “There’s no neat answer to that 
question,” he contends. “Take Libya, 
where we're conducting exploration 
work. It may be months—and then 
again, it may be years—proving up.” 

More to Come? Nevertheless, Wall 

Street already was impressed with 
what Prior was doing with Indiana 
Standard. And of one other thing it 
was fairly certain: no matter what 
happened finally in Saudi Arabia, it 
was almost inevitable that Frank Prior 
would be heard from in still other 
countries around the world. 
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TEXTILES 


THE BLEEDER & 
THE BANDAGE 


How do you stanch hemor- 

rhaging textile profits? Ken- 

dall Co.’s treatment: apply a 
bandage. 


THROUGH swamp and forest in Louisi- 
ana last. month, pipeline roughnecks 
found themselves faced with a strange 
chore. With all the loving care of a 
parent confronted with a cut finger, 
they were wrapping a bandage around 
Houston Corp.’s 1,570-mile pipeline 
between Baton Rouge and Miami. 
Called in to do the job: an old hand 
at bandaging, Boston’s Kendall Co.,* 
manufacturer of Bauer & Black sur- 
gical dressings. In all, the protective 
polyethylene wrap supplied by Ken- 
dall added up to $3-million-worth of 
tape totaling 42 million square feet, or 
enough to lay a foot-wide path from 
Wali Street to Nome, Alaska and back. 

First Aid. For Kendall's president, 
Richard R. Higgins, the job was more 
than just another piece of business 
wrapped up. It also represented the 
likeliest solution to a problem the 
whole textile industry has struggled 
with for years: if profits are the life- 
blood of industry, textiles are notori- 
ous bleeders. Higgins’ bandage for 
that: bandages. 

To be sure, Kendall has done some 
bleeding of its own. Against an aver- 
age of $5.16 per share between 1949 
and 1951, last year Kendall earned 
only $3.80 per share on a gross volume 
of $106.8 million. But one thing 
Higgins is sure of: without such items 
as Curad bandages, Blue Jay corn 
plasters, and Bauer & Black surgical 
dressings, it would have been a lot 
worse. And such jobs as the pipeline 
bandage seem to offer a promising 
way to wrap up a whole new profita- 
ble field. Says Higgins: “This $3-mil- 
lion Hou-Tex contract represents a 
major breakthrough into a substantial 
market. It’s the largest single order 
of its kind ever placed.” 

Thanks to its health & hygiene 
specialty, Kendall has been spared 
some of the bloodletting common in 
the industry. Yet not all. “Kendall,” 
says Higgins, “has had its roots in the 
textile industry, although health & 
hygiene products have had primary 
importance since 1903. Pure textiles 
such as print and broadcloth for the 
cutting trade account for one-third 
of our volume.” 


*Kendall Co. Traded over-the-counter. 
Current price: 4015. Price range (1958): high, 
4034; low, 2934. Dividend (1957) : $2. Indicated 
1958 payout: $2. Earnings per share (1957): 
$3.80. Total assets: $70.2 million. 
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WRAPPING A PIPELINE WITH KENDALL’S POLYKEN COATING: 
a promising way to wrap up a profitable new field 


Off 2 On. One kind of bleeding 
Higgins could not control was the 
loss last July of a major contract: a 
$10-million annual order from Kim- 
berly-Clark for cotton gauze. Yet 
Higgins’ bandage checked the lifeflow. 
Thus in 1958's first nine months, 
Higgins announced last month, earn- 
ings dipped only a moderate 10.7‘; to 
$2.01 a share, although sales fell $4.3 
million. For the full year, because of 
adjustments, he expects earnings to be 
down about 17°/, to $3.15 or so a share. 

Higgins, however, believes that a 
lot more has been wrapped up into 
Kendall’s potential than came off in 
the big gauze order. Says he: “Pro- 
tective pipe-wrap tape, non-woven 
and rubber-coated fabrics offer outlets 
for spectacular growth.” And while 
such industrial specialties as pressure- 
sensitive tape are still only 10°. of 
Kendall’s business, they have a char- 
acter textiles have never offered: rel- 
ative immunity to economic ups and 
downs. As such they are just what 
Higgins thinks the textile business 
needs: the right bandage. 


KENDALL’S HIGGINS: 
tape looked attractive 


RAILROADS 


SHABBY BUT 
GENTEEL 


The Pennsy is paying a divi- 

dend this year, but it’s doing 

so more out of pride than 
profits. 


“My TATTERS and rags I try to conceal; 
I’m one of the shabby genteel.” So 
ran the refrain of an English popular 
song of the last century. Last month 
the giant Pennsylvania Railroad Co.” 
reminded Wall Streeters of nothing 
so much as one of the shabby genteel. 
Facing a probable deficit of as much 
as $5 million for 1958, his bank bal- 
ances down to the lowest level since 
the Thirties, Pennsy President James 
M. Symes nevertheless had a genteel 
tradition to uphold. In every year 
since 1847, Pennsylvania directors had 
paid a dividend. Right through de- 
pressions, three major wars 
and several minor ones they had 
remembered stockholders at least once 
a year for 110 years. 

But the Pennsy is in greatly re- 
duced circumstances these days. It 
has been forced to slash its dividend 
at least four times since World Wai 
II, while its funded debt rose, working 
capital declined and earnings fluc- 
tuated wildly. Things were really bad 
this year. So bad that in June 
Financial Vice President David C 
Bevan made a sad prediction. “This,” 
moaned he, “is going to be probably 
the worst year in our history.” By au- 
tumn things were looking up a bit, but 
the recovery probably came too late 
to lift the road out of the red for 1958 

But despite the shabby state of its 


panics, 


*Pennsylvania Railroad Co. Traded NYSE 
Current price 16',. Price range (1958): high 
171%; low, 1142. Dividend (1957): $1.25. Indi- 
cated 1958 payout: 25c. Earnings per share 
(1957): $1.45 Otal assets: $2.4 billion. Ticker 
symbol: PA 





Lockheed Management answers your questions about: 


Lockheed’s Nuclear Work 





1. How many nuclear programs are active at 
Lockheed? 

More than you perhaps realize: research lead- 
ing to development of the atomic airplane... 
design of nuclear reactors for industry and 
colleges...test facilities for government agen- 
cies and private firms...basic research on 
nuclear energy for space travel...uses of 
radioisotopes for industry, medicine, and 
agriculture. Lockheed is deeply involved in 
these and more in its laboratories and facto- 
ries in California and Georgia. 


2. What is the extent of Lockheed’s nuclear 
facilities? 


This fall our Georgia Division’s Lockheed 
Nuclear Products Branch began operating for 
the Air Force the $14 million atomic research 
center on a 10,000-acre Blue Ridge Mountain 
tract in Georgia. This is America’s only facil- 
ity of its kind for testing large components, 
systems, and quantities of material. 


We shall use it primarily for testing radia- 
tion effects in developing Air Force nuclear 
powered aircraft. But it also will be available 
to other government agencies and private 
industry. Lockheed’s Nuclear Products 
Branch will conduct studies in application of 
radioisotopes, design devices to preserve and 
protect food, build research and training 
reactors, and devise the electronic equipment 
of the future for use in a radioactive environ- 
ment. 


Application of atomic energy to space 
travel is one of the lines of deep research that 
Lockheed’s Missile System Division is con- 


ducting at its Palo Alto and Sunnyvale labora- 
tories. New understanding of nuclear energy, 
its effects and uses, is coming out of basic 
research on the behavior of nuclear particles, 
particularly under magnetic influence—and 
from advanced experiments conducted with 
one of the nation’s newest type 3,000,000 volt 
Van de Graaff positive-ion accelerators. 


3. How long has Lockheed been active in nu- 
clear work? 


Some eight years ago Lockheed began secret 
work under an Air Force contract on problems 
basic to designing a nuclear powered aircraft. 
From this work have come specific design pro- 
posals for high and low altitude bombers, long 
range transports, shielding devices, and other 
aviation applications. For the past three years 
Lockheed has been one of two U.S. companies 
carrying on nuclear aircraft development 
work for the Air Force. 


4. What will be the military mission of 
Lockheed’s atomic powered airplane? 


Lockheed’s nuclear aircraft will be able to fly 
thousands of miles farther than present-day 
planes without refueling. Their almost limit- 
less endurance will make them valuable for 
such military missions as: 1) leng range 
retaliatory bombing to destroy an aggressor’s 
prime home targets without use of overseas 
bases, 2) reconnaissance 24 hours a day over 
any area of the world, and 3) fast transporta- 
tion of men and material over vast distances in 
quantities never before possible to fight local 
wars or prevent conflicts— without depending 
upon fuel supply depots in combat zones. 
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5. What is the future for commercial atomic 
planes? 

Experience gained in designing and flying 
nuclear military planes will pave the way for 
atomic cargo transports—and, hopefully, 
achieve an important low cost-per-ton-mile 
breakthrough for airfreight. Ultimately, after 
certain major problems are solved, long range 
nuclear powered passenger transports prob- 
ably will come. In these spacious luxury air- 
liners of the future, travelers could fly from 
any city in the world to any other city, non- 
stop, with routine ease. 


6. What is Lockheed’s future in nuclear energy? 
Unlimited. Lockheed’s experience and out- 
standing facilities for nuclear research and 
development already have made it a leader in 
this important field. One most promising pros- 
pect is the development of thermal or boiling 


water reactors for producing industrial 
process heat. This is of great interest to the 
world’s pulp and paper manufacturers and to 
other users of large amounts of heat—chemi- 
cal processes, petroleum refining, textiles, 
plastics, salt water conversion, etc. Food and 
water irradiation offers big opportunities. 

Lockheed is confident that a sizable share 
of its revenues in nuclear energy will come 
from areas of the world where there is a short- 
age of fossil fuels—coal and oil and gas 
particularly in countries where nuclear power 
and heat could open remote, uncivilized areas 
rich in minerals, timber, and other resources. 
In the years ahead the market for nuclear 
energy should develop on a broad scale, with 
benefits to fuel-short nations that will enrich 
their economy and provide jobs, better pay, 
and higher health standards for millions of 
their people. 
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RESERVE FUEL WING BOX REACTOR 


CREW PAYLOAD MAIN GEAR 


Inboard profile of a possible nuclear bomber. This design of 4-engine 
aircraft calis for close proximity of engines to reactor—and mounting of engines, 
one above the other, in pairs on opposite sides of the fuselage. 











LOCKHEED means leadership 


One of a series of messages addressed to the financial community of America 
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earnings and balance sheet, the 
Pennsy was determined to hold on to 
at least a touch of gentility. Though 
the directors passed dividends in the 
first three quarters of 1958, the betting 
was heavy on Wall Street that they 
would keep the dividend tradition in- 
tact by declaring some kind of pay- 
ment, however modest, before the year 
was out. Helping the Pennsy retain its 
respectability: a legacy it received in 
September in the form of a retroactive 
mail pay boost which added almost 
$19 million to its depleted cupboard. 
Also, income from its interest in such 
roads as Norfolk & Western and The 
Detroit, Toledo & Ironton. 

Sure enough, directors assembled in 
Philadelphia late last month and saved 
the road’s gentility—at least for one 
more year. They declared a 25c divi- 
dend. It was only a token as compared 
with last year’s $1.25 or the average 
$1.11 paid in the postwar period, but it 
had at least saved a tradition. Says 
Pennsy Treasurer William A. Gerst- 
necker: “Given the improving busi- 
ness conditions and the mail pay 
money, the directors were bound to be 
influenced in favor of a dividend.” 
But no one, inside the railroad or out, 
claimed that the tattered Pennsy 
really could afford the payout—ex- 
cept as a gesture toward its more 
genteel past. 


“PHANTOM 
SUPERVISOR”’ 


on each of your trucks 
helps cut down 


wasted time! 


WAGNER- 
SANGAMO 


BUILDING MATERIALS 


THE HAPPY 
THREESOME 


Gypsum is a tough business 
to get into but a nice one to 
be in. 





“Ir 1s not easy,” confided Chairman 
Clarence H. Shaver of the United 
States Gypsum Co.* last month, in 
what was possibly the understatement 
of the year, “to get into the gypsum 
business.” Clarence Shaver was not 
simply trying to scare off any poten- 
tial rivals. He was merely reciting a 
hard fact. 

The mining of gypsum and manu- 
facture into such products as wali- 
board takes trained engineers, of 
which there is a shortage, and a big 
bankroll to integrate operations. Even 
more discouraging, you have to find 
a worthwhile deposit of gypsum rock, 
and that is far easier said than done. 
Thus there are only three real com- 
petitors in the industry—Chicago’s 
U.S. Gypsum (sales: $250 million), 

*U. S. Gypsum Co. Traded NYSE. Current 
price: 8912. Price range (1958) high, 93, 
ow, 6512. Dividend (1957): $2.75. Indicated 
1958 payout: $2.90. Earnings per share (1957) : 


$4.78. Total assets: $279 million. Ticker sym- 
bol: USG 


TA CHOGRA PH graphically 


reports starts, length of stops, speeds traveled 


Do you know how much time your drivers lose by fighting congested 
traffic? Do you know how much time is lost by long waits at scheduled 
Stops? By installing Tachographs you can improve your routing and 
scheduling. Tachograph charts give you graphic records of every trip. It’s 
like having a “phantom supervisor” on cach run—to help cut wasted time. § 


Chart placed inside the Tachograph automatically produces a graphic 
record of time of operation, duration of stops, speeds and distances 


traveled. 


Mail coupon for details on how TACHOGRAPHS can help improve 


your fleet operation. 


Wagner Electric @rporation 


6382 PLYMOUTH AVE. « ST. LOUIS 14, MO. 
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CHART TELLS ALL 


Please send a copy of Bulletin SU-3 


Hote... 


—___. Vehicles WS58-6 





WHO'S WHO IN PROFITS? 


When it comes to turning its sales dol- 
lars into net profit dollars, neither of its 
two chief competitors comes even near 
matching industry leader U. S. Gypsum. 
But gypsum’s Big Three are not so far 
apart in profitability as the bare profit 
figures indicate. Reason: depreciation 
and amortization charges take a bigger 
bite from National's and Bestwall’s sales 
dollar.Thus, in terms of cash flow, Best- 
wall and National considerably narrow 








the gap. 
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Buffalo’s National Gypsum? ($141.5 
million) and Ardmore, Pa.’s little 
Bestwall Gypsum** ($25 million). 

Breakeven at 40%. This does not 
mean that the gypsum business falls 
short by competitive standards. But 
the competition is limited by the small 
number of companies involved. Ex- 
cessively competitive the industry 
may not be, but profitable it certainly 
is—with a vengeance. Few industries 
can manage to hang on to such a large 
proportion of every sales dollar in 
operating profit as the 25c to 30c that 
the big gypsum companies get. With a 
breakeven point estimated at close to 
40° of capacity on average, the 
gypsum companies ci» ride profitably 
through even a fairly severe recession 

Normally this kind of profits ability 
would attract heavy competition and 
bring a consequent lowering of profit 
margins. But the difficulties that Shav- 
er was referring to have discouraged 
big-time competitors, such building 
materials veterans as Ruberoid and 
Johns-Manville among them. 

For the three companies that have 
established themselves, the game has 


‘National Gypsum Co. Traded NYSE 
Current price: 54. Price range (1958): high, 
5834; low, 42. Dividend (1957) : $2 + 2% stock 
Indicated 1958 payout: $2 + 2% stock. Earn- 
ings per share (1957): $3.16. Total assets 
$182.7 million. Ticker symbol: NG 


**Bestwall Gypsum Co. Traded 
Current price: 7214. Price range (1958): high 
7215; low, 335g. Dividend (1957): 3% stock 
Indicated 1958 payout: 3% stock. Earnings 
per share (1957): $4.17. Total assets: $26.6 
million. Ticker symbol: BWG 


NYSE 
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been well worth the candle. Especially 


so for industry pioneer U.S. Gypsum | 


which, by earning a net profit of 15.5c 


on the sales dollar, has few rivals in | 
U.S. industry. But all three make | 


money. In another measure of profit- 
ability 
two major rivals are not so far behind. 

Junior Leads. 


Rawson G. Lizars’ Bestwall Gypsum, 
that was burning up the track. It 
posted a third-quarter net of $1.90 a 
share, up 45% from a year ago, head- 
ing Bestwall into one of the best years 
in its history. 

Big National Gypsum, the brain- 
child of Chairman Melvin Baker, was 
also snapping back nicely from the 


recession. Its third-quarter earnings 
hit $1.24 a share, best quarterly show- | 


ing since early 1956. And “Tex” Shav- 


er’s U.S. Gypsum was still holding 


the merry profits pace it has main- 
tained right through the hard times. 
All three gypsum companies, of 


course, had been helped by the un- | 


usual flow of mortgage money this 
year which has made it possible for 
builders to resume large-scale con- 
struction of cheaper houses which are 
the biggest users of gypsum. But what 


about the current tightening of credit | 


and drying up of mortgage money? 

Does it mean trouble for gypsum? 
Always cautious, Tex Shaver ex- 

pects a cool 1,150,000 housing starts 


this year, but warns that current | 


money market conditions point to a 
decline next year. National Gypsum’s 
Baker, however, is more optimistic. 
“We expect,” said he, “a steady growth 
for the next several years.” 

With one _ conclusion, however, 
neither Baker nor Shaver would be 
likely to quarrel: that the threesome 
in gypsum face a bright future. 


IN A GYPSUM MINE: 
the flow of mortgage money helped 
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(see chart), U.S. Gypsum’s | 


Last month, in fact, | 
it was the junior member of the three, | 


MY 
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WITH NEW SPEED-UP FEATURES 


it's the cost per calculation that counts! The Customatic Comptometer’s famous 
features, augmented by new advancements, enable you to get more and better work 


done, at still less cost. 


New Customatic Key Control. Instantly sets to individual touch. Built-in floating 


action stops finger-fatigue. 
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Now lease any Comptometer business machine on a nationwide leasing plan through 
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SECURITIES 


BLACK SHEEP 


Canada is still a land of op- 
portunity for investors. But 
telling the real thing from 
the fake takes some doing. 





THE ROOM, once whitewashed, is 
dingy now. The light, a single fluo- 
rescent bracket, is unkind. It shows 
a littered floor, dirty coffee cups, nine 
scarred deal tables, each with a chair 
and telephone. Dimmed with grime, 
the two windows look out on a alley- 
way somewhere close to Bay Street, 
Toronto. 

Give ‘Em the Business. At the tables, 
seven men and a woman sit talking 
in soft, low, urgent voices into their 
telephones. Their appearance belies 
their tones of prosperity and assur- 
ance. Three are middle-aged, thread- 
bare. Two are younger, glib “gas- 
sers.” Several have cultured voices, 
one a soft brogue. No sooner do they 
finish one long distance call than they 
place another. Lounging on a table, 


a man with bright black eyes, a good 
black suit and shantung shirt watches 
their industry. When one of his 
pitchmen raises a hand, he quickly 
takes over. 

Black Suit is a Bay Street “bucket 
shop” operator, boss of a hit-and-run 
sucker racket that loads gullible 
American investors with dubious se- 
curities of little-known and some- 
times non-existent Canadian enter- 
prises. He probably won’t be around 
long; he changes addresses often. But 
though his scene and the names of his 
offerings change, his operation con- 
tinues much the same. Last year he 
and his ilk talked Americans out of 
an estimated $50 million or more—all 
of it down the drain, gone forever. 

Hit & Run. Black Suit and his breth- 
ren are the despair of Washington's 
Securities & Exchange Commission, 
watchdog of U.S. securities marts. 
Safe beyond reach of the law, they 
capitalize on Canada’s very real eco- 
nomic growth. Since few of even 
the most worthwhile Canadian en- 
terprises are household bywords to 
Americans, and because they are so 
remote, very few investors in the 





These are the 182 Canadian stock issues which the Securities & Exchange Commis- 
sion currently includes in its “Canadian Restricted List’’ as distributed in the U.S. 
in violation of 


A 

Aero Mining Corp. 
Alba Explorations Ltd 
Algro Uranium Mines Ltd 
A. L. Johnson Grubstake 
Alouette Mines Ltd. 
Amican Petroleum and Natural Gas 

Corp. Ltd. 
Apollo. Mineral Developers inc 
Atias Gypsum Corp. Ltd. 
Augdome Exploration Ltd. 


8 
Basbary Gold Mines Ltd 
Basic Minerals Ltd. 
Beaucoeur Yellowknife Mines Ltd 
Bellechasse Mining Corp. Ltd. 
Bli-Riv Uranium and Copper Corp. Ltd 
Biumont Mines Ltd 
Britco Oils - 


Cabanga Developments Ltd 
Calumet Uranium Mines Ltd 
Cameron Copper Mines Ltd 
Canada Radium Corp. Ltd 
Canadian Alumina Corp. Ltd. 
Canadian Natural Resources Ltd 
Can American Copper Ltd. 
Canso Mining Corporation Ltd. 
Casa Loma Uranium Mines Ltd 
Cavaicade Petroleums Ltd. 


Desmont Mining Corp. Ltd 
DeVille Copper Mines Ltd. 
Diadem Mines Ltd 

Dolmac Mines Ltd 

Dolsan Mines Ltd 

Dubar Exploration Ltd. 
Dupont Mining Co. Ltd 

E 


Eagle Plains Explorations Ltd. 

East Trinity Mining Corp. 

Eastern-Northern fe 

Export Nickel Corp. of Canada Ltd 
F 


Falgar Mining Corp. Ltd. 
Famous Gus Uranium Mines Ltd. 
Fleetwood Yellowknife Mines Ltd 
Forbes Lake Mining Corp. Ltd 

G 


Glacier Explorers Ltd. 

Golden Hope Mines Ltd. 

Granwick Mines Ltd. 

Great Valley Exploration and Mining Ltd. 


Halstead Prospecting Syndicate 
Harvard Mines Ltd. 

Hercules Uranium Mines Ltd. 

Hoover Mining and Exploration Ltd. 
Huddersfield Uranium and Minerals Ltd 


CANADIAN BLACK LIST 


U.S. have any way of discriminating 
between the fraudulent promotion 
and the genuine opportunity. As a 
result, Black Suit and his like have 
filled many a U.S. portfolio with what 
is only worthless wallpaper. 

How can the American investor 
separate Canada’s black sheep from 
the flock of real opportunities? One 
basic principle, says the Securities & 
Exchange Commission, is to beware 
the hard sell tactics of telephone 
salesmen. Another is to buy only 
through well-established brokerage 
firms in your own community. And as 
a further help, the SEC has main- 
tained a “Canadian Restricted List” 
(see below) of issues known to be 
sold in the U.S. in defiance of its regu- 
lations. 

The SEC does not profess that its 
list is complete. Bucket shop opera- 
tors continually change their wares, 
as well as their own names. But it is 
a good index of the variety of such 
issues, and the high-flown sound of 
some of them. Member firms of the 
National Association of Securities 
Dealers have agreed not to distribute 
these prescribed issues. 





the registration requirements of the Securities 


M 
Madison Mining Corp. Ltd 


Marian Lake Mines Ltd 
Marpic Explorations Ltd. 
Marvel Uranium Mines Ltd. 
Marvel Rouyn Mines Ltd.) 
Masters Oil and Gas Ltd 


Mexicana Explorations Ltd. 
Mexuscan Development Corp 
Mid-West Mining Corp. Ltd 
Min-Ore Mines Ltd. 
Mines Ltd.) 
Monpre Mining Co. Ltd. 


plorations Ltd. 


Montco Copper Corp. Ltd. 


Nationwide Minerals Ltd 
Nealon Mines Ltd. 

New Faulkenham Mines Ltd 
New Goldvue Mines Ltd 


New Vinray Mines Ltd. 
Norcopper and Metals Corp 
Normalloy Explorations Ltd 
Normingo Mines Ltd. 


Mallen Red Lake Gold Mines Ltd 
(formerly 


Mercedes Exploration Co. Ltd 


(formerly Ryan Lake Sheba Mines Ltd. 


Monpre Uranium Exploration Ltd 


New Jack Lake Uranium Mines Ltd 
New Lafayette Asbestos Co. Ltd. 

New Metalore Mining Co. Ltd. 

New Spring Coulee Oil and Minerals Ltd. 





Cavalier Mining Corporation Ltd 

Cessiand Gas and Oi! Corporation Ltd 

Colonial Asbestos Corporation Ltd. 

Comet Petroleums Ltd. 

Concor-Chibougamau Mines Ltd. 

Consolidated Easter !sland Mines Ltd 

Consolidated Quebec Yellowknife 
Mines Ltd. 

Consolidated Thor Mines Ltd. 

Continental —_— Mines and 
Oils Corp. 

Continental Mining Ex a Ltd. 

Continental Uranium Corp 

Copper Isiand Mining Co. Ltd 

Copper Prince Mines Ltd. 

Cordon Cobalt Mines Ltd. 

Cove Uranium Mines Ltd. 

Cree Mining Corp. Ltd. 


David Copperfield Explorations Ltd. 
Demers Chibougamau Mines Ltd. 
Dencroft Mines Ltd. 

Derogan Asbestos Corp. Ltd 


International Ceramic Mining Ltd 
] 


Jacobus Mining Corp. Ltd. 
Jilbie Mining Company Ltd. 
Judella Uranium Mines Ltd. 


is 
Kaiser Development Corp. Ltd 
Kamis Uranium Mines Ltd 
Key West Exploration Co. Ltd 
Kirk-Hudson Mines Ltd. 

L 


Lake Kingston Mines Ltd. 
Lake Otter Uranium Mines Ltd 


Lama Exploration and Mining Co. Ltd. 


Lambton Copper Mines Ltd. 
Landolac Mines Ltd. 

Langis Silver and Cobalt Mining Ltd. 
Lavandin Mining Co. 

Lee Gordon Mines Ltd. 

Lithium Corp. of Canada Ltd 
Loranda Uranium Mines Ltd. 

Lucky Creek Mining Co. Ltd. 
Lyanatin Nickel Copper Ltd. 


Norseman Nickel Corp. Ltd 


North American Asbestos Co. Ltd. 


North Gaspe Mines Ltd. 
Northwind Explorations Ltd. 
Nortoba Nickel Explorations Lt 
Nu-Reality Oils Ltd. 

Nu-World Uranium Mines Ltd 


Oakridge Mining Corp. Ltd 
Obabika Mines Ltd 
Ordaia Mines Ltd. 

P 


Pantan Mines Ltd 


Paramount Petroleum and Mineral 


Corp. Ltd. 
Plexterre Mining Corp. Ltd. 


Principle Strategic Minerals Ltd. 


Purdex Minerals Ltd 
Q 


Quebank Uranium Copper Corp. 
Quebec Developers and Smeiters Ltd. 


Quebec Graphite Corp. 
Quinalta Petroleum Ltd 


Act of 1933. 


R 
Regal Minerals Ltd. 
Resolute Oil and Gas Ltd. 
Ridgefield Uranium Mining Corp. Ltd 
Riobec Mines Ltd. 
Rouandah a Mines Ltd. 


St.-Pierre & Miquelon Explorations Inc 
St. Stephen Nickel Mines Ltd. 
Saskalon Uranium & Oils Ltd 

Sast2x Oil and Gas Ltd. 

Sentry Petroleums Ltd. 


Sheraton Uranium Mines Ltd 
Shoreland Mines Ltd. 

Skyline Uranium and sipocate Corp. Ltd 
Stackpool Mining Co. 

Sudbay Exploration and “Mining Ltd 
Surety Oils -“ Minerals Ltd 


Tamara Mining Ltd. 

Tamicon tron Mines Ltd 

Taurcanis Mines Ltd. 

Temanda Mines Ltd. 

Three Arrows Mining Explorations Ltd 
Titan Petroleum Corporation Ltd. 
Torbrook iron Ore Mines Ltd. 
Trenton Mines Lid. 

Trio Mining Exploration Ltd. 

Trio Uranium Mines Ltd. 

Triton Mines and Metals Corp. Ltd. 
Triton Uranium Mines Ltd. 

Trojan —— Mines Ltd. 


d United Copper and Mining Ltd. 
United — Corporation Ltd 


Val Jon Exploration Ltd. 
Valray Explorations Ltd. 
Venus Chibougamau Mines Ltd 
Vanguard Exploration Ltd. 
Vico Explorations Ltd. 
Virginia Mining Corp. 

w 


Wakefield Uranium Mines Ltd. 
Wa = Petroleums Ltd. 

bwood Exploration Company Ltd. 
Westore Mines Ltd. 
West Plains Oil Resources Ltd. 
Westville Mines Ltd. 
Whitney Uranium Mines Ltd. 
Winston Mining Corporation Ltd 
Woodgreen Copper Mines Ltd. 
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AIRCRAFT 


BIRDS IN THE BUSH 


Volume production is North 

American Aviation’s old forte. 

But it may no longer be the 

most telling index to its for- 
tunes. 


Berore the hangar waited a distin- 
guished crowd, eyes on its closed 
doors. Then the Vice President of 
the United States stepped up to a 
panel of buttons, pushed one, and the 
doors swung open. Out of the cavern- 
ous depths of the hangar at North 
American Aviation Inc.’s* Los An- 
geles division rolled a black, cigar- 
shaped aircraft with stubby, meat- 
cleaver wings and truncated tail. 

Little more than a man-carrying 
rocket, the X-15 will one day plunge 
at speeds in excess of 3,600 mph some 
150 miles into space—farther from 
earth than man has ever flown before. 
“This,” proclaimed Dick Nixon, “is 
the aircraft that has enabled America 
to recapture the lead in man’s con- 
quest of space. . . . There will be no 
day more exciting than this.” 

More Than Dollars. For North Amer- 
ican’s Chairman James Howard 
(“Dutch”) Kindelberger, however, 
the X-15 is also something more: a 
telling symbol of a basic change in 
North American’s fortunes. Tradi- 
tionally North American has _ been 
above all a mass producer of aircraft, 
including such prominent performers 
as the World War II P-51 Mustang 
and the Korean F-86 Sabre. One of its 
boasts: having built more planes than 
any other producer in the free world. 

But Kindelberger may be unable 
to hold that title. Already pro- 
duction of the famed F-100 Super- 
sabre is fast running out, will probab- 
ly end next year. All that will be left 
on North American’s vast assembly 
lines will be a miscellany in which the 
most notable item is the Navy’s A3J 
twin-jet attack plane, a sleek craft but 
n> match in money for the F-86 or 
F-100. 

Yet Kindelberger hardly cares, 
strange though it seems. For, by de- 
sign, North American these days is 
mainly in a very different kind of 
business. Says R. A. (“Andy”) Lam- 
beth, North American’s financial vice- 
president: “Today we are more of a 
research and development organiza- 
tion than a production company.” 

It is an old truism that a bird in 
the hand is worth two in the bush. 


*North American Aviation, Inc. Traded 
NYSE. Current price: 3414. Price range (1958) : 
high, 367%; low, 285g. Dividend (1957): $2. In- 
dicated 1958 payout: $2. Earnings r share 
(1957): $4.23. otal assets: $349.6 million. 
Ticker symbol: NV. 
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Yet is it? For in the aircraft industry, 
swept with vast technological changes 
of late that outrun anything in the 
past, the reverse may very well be 
true. By definition, any modern plane 
is obsolete even before it flies. Thus, 
more important for any producer’s 
future than how many birds it is 
getting into the air is how many 
promising fledglings it has in the nest. 

The Fledglings. In those terms, as 
the X-15’s debut symbolized, prob- 
ably no planemaker has as full a nest 
of comers as North American. One 
such is its Hound Dog air-to-surface 
missile, a potent striking weapon 
which could be launched from a B-52 
some 400 miles from target, take over 
from there. Currently slated to be 


¥ 


NORTH AMERICAN’S “X-15”: 
a symbol of basic change 


produced by the hundreds, it is one 
Air Force answer to the increasing 
vulnerability of big bombers. 

Another is the supersonic F-108, 
which may well be the last refinement 
of a dying species: the earthbound 
fighter plane. “The present think- 
ing,” explains North American en- 
gineering vice president Larry - L. 
Waite, “is that you have to have a 
man up there to look around and 
make damn sure you are being at- 
tacked.” For its job, some Pentagon 
brass believe, the long-range F-108 
is the ideal plane. 

But by far the most vital of North 
American’s nestlings is its B-70 
supersonic “chemical” jet bomber, the 


very probable successor to Boeing’s 
B-52 as the principal manned muscle 
in the Strategic Air Command’s strik- 
ing arm. For Boeing, the B-52 has 
meant a major share of the defense 
budget, and the same may be true for 
North American eventually—even if 
in lesser measure. Says Kindelberger 
simply: “This is the biggest contract 
we have ever landed.” 

A Stitch In Time. That North Ameri- 
can has these fledglings in its nest is 
due, more than anything else, to a 
notable piece of foresight on the part 
of Dutch Kindelberger. Riding high 
as it was with F-86 and F-100 pro- 
duction, North American was vulner- 
able, and Kindelberger knew it. But 
he had already made sure that he had 
several aces in the hole in a new 
field: missiles and rocketry. What 
has emerged is North American’s 
Rocketdyne Division, which ranks 
(with Aerojet-General) as one of the 
U.S.’ two largest builders of rocket 
engines, supplies liquid-fuel propul- 
sion systems for three of the nation’s 
top missile projects—the Atlas, Thor 
and Jupiter. Recently Rocketdyne 
was awarded a contract to build a 
propulsion plant with one million 
pounds thrust—three times the power 
of any now in use by the U.S 

Kindelberger also took care to take 
other shrewd stitches in time. Among 
them: Astrodyne, a joint (50-50) 
venture with Phillips Petroleum to 
produce solid-fuel rocket engines. An- 
other: Autonetics, specialist in auto- 
matic navigators, computers and flight 
and armament control systems, which 
built the complex navigation used to 
guide the Nautilus under the polar 
ice cap, is doing the same for the first 
Polaris-carrying nuclear submarine 
Still another: Atomics International, 
after General Electric and Westing 
house the largest producer of atomic 
reactors for world-wide sale. 

Flight Schedule. Such fledglings as 
make up North American’s potential 
conceivably could die aborning. This 
occurred in mid-1957, when the Ai: 
Force suddenly cancelled Kindelber- 
ger’s Navaho intercontinental missile 
program, putting North American's 
earnings into a downtrend which may 
well continue for another year 

Nevertheless, in view of the firm’s 
big stake in research, few plaremak- 
ers’ chances look better. Pentagon 
brass are sold thoroughly on the B-70 
—and, incidentally, so are other plane- 
makers, already scrambling for sub- 
contracts. The critical date seems 
some time in the early 1960s. By 
then, Kindelberger confidently asserts, 
North American will have so many 
things going for it that no one can- 
cellation could do the damage such 
blows as the Navaho debacle 
done in the past. 


have 





revolution 
in 
dividends ? 


What effect will Commonwealth 
Edison’s new dividend policy 
have on dividend disbursements 
by other utilities? 

This is the question being asked 
since the Midwest company an- 
nounced its intention of paying 
practically the full amount of 
annual earnings in cash and 
stock dividends. 

In “Start of a Trend?” THE EXx- 
CHANGE Magazine for October 
looks into the interesting pos- 
sibilities and shows what might 
happen if other companies fol- 
lowed suit. You’ll find a table 
showing the proportion of earn- 
ings paid out in cash dividends 
by 15 major utilities during the 
past five years, recent market 
prices and yields. 

Some go up while some 
go down 

The fallacy of thinking that all 
stocks rise in a bull market and 
all decline in a bearish one is 
clearly shown in an article called 
“Cross-currents.” Two lists, 
each of 20 common stocks, show 
how stocks that move against 
the market set up strong cross- 
currents. They’re present in bull 
markets, bear markets and in 
markets that are just dull. An 
interesting and instructive arti- 


cle, pointing up the importance 
of selectivity. 


A measure of market activity 


The volume of trading on the 
New York Stock Exchange in 
1958 has been unusually high. 
Three-million-share days have 
been frequent. Yet, the turnover 
ratio—or the relationship be- 
tween number of shares avail- 
able for trading and the number 
actually traded—has risen only 
slightly. How the turnover ratio 
has varied over the years and the 
effect that past ratios could have 
on the present market volume 
are the subject of an informa- 
tive article, “‘The Pace of Stock 
Trading.” 
A feature by Erik Jonsson, 
Chairman of Texas Instruments 
. an article about lower priced 
stocks with impressive divi- 
dend records .. . are two more 
reasons why you’ll want a copy 
of THE EXCHANGE for October. 
For only $1.50 you can have 
twelve of these rewarding 
issues, and if you act now, your 
subscription will begin with this 
October issue. Just clip the 
coupon. And please remember — 
THE EXCHANGE cannot be pur- 
chased at newsstands. 


THE EXCHANGE Magazine, Dept. TC-11 


WOE maweat CHON CURRENT) 

















11 Wall Street, New York 5, N. Y. 
Enclosed is $1.50 (check, cash, money 
order). Please send me the next 12 issues 
of THE EXCHANGE Magazine. 





ADDRESS. 
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THE DOLLAR & 
THE DANDY 


Are Americans changing their 

spending habits? And if so, 

will Hart Schaffner & Marx 
be a beneficiary? 





| THERE 1s, Meyer Kestnbaum believes, 
a fashion in spending as there is a 
fashion in clothes. Kestnbaum has 

| good reason to be aware of it. As 
president of Hart Schaffner & Marx, 
he is one of the U.S.’ top manufac- 
turers of men’s clothing. When spend- 
ing on clothes and other soft goods is 
in fashion, his company thrives. When 
more of consumers’ dollars go for such 
consumer durables as autos and ap- 
pliances, Hart Schaffner & Marx feels 
the pinch. And it has been feeling 
the pinch for some years. 

The Well-Dressed Clothier. Recently 

| economists have thought they de- 
| tected a change in what consumers 
| are doing with their dollars. More 
| money, statistics show, is going into 
soft goods, less into durables. Meyer 
| Kestnbaum, who has long awaited 
that change, is sure that it is at last 
a solid reality. “The decline in dur- 
ables with a corresponding upswing 
in soft goods,” affirmed he last month, 
“has at last come to pass. Car sales 
have fallen, appliance sales have 
fallen, but soft goods sales are rising.” 
| But will the trend continue? 

If it does, Kestnbaum expects Hart 
Schaffner & Marx to be a major bene- 
ficiary. But even if it does not, Kestn- 
baum figures he is already ahead of 
the game. Against a 27.5% drop in 
first-half earnings to $1.61 per share, 
the upswing in soft goods has bol- 
stered second-half business mightily, 

| and Kestnbaum is confident that his 
| firm will wind up the year with profits 
near last year’s $4.33 per share. 

Seasonal Profits. Actually, a good 

| part of the profit from new orders 
is not likely to show up until Hart 
Schaffner & Marx’s fiscal year ending 
November 30, 1959. Explains the 
| clothier: “We take orders in the sum- 
mer, begin manufacture in the fall, 
and the money rolls in about May. 
| Thus you have a cycle of eight months 
| or more between order and earnings 
from next spring’s line.” So Kestn- 
baum last month made a_ happy 
prediction. “We are,” said he flatly, 
“going to show a very definite im- 
provement in the year ahead.” 


} *Hart Schaffner & Marx. Traded NYSE. 
Current price: 3212. Price range (1958) : high, 
345g; low, 2242. Dividend (1957): $1.60. Indi- 
cated 1958 payout: $1.60. Earnings per share 
(1957): $4.33. Total assets: 3.7 million. 

| Ticker symbol: HSM. 
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The FORBES index 


Solid line is computed weekly and monthly, gives equo!l weight te 
five factors 


i. oS. 


on 


% 





; 


1. How much are we producing? (FRB production Index) 

2. How many people are working? (BLS non-agricultural employ- 
ment) 

3. How intensively are we working? (BLS everage weekly hours 
in manufacture) 
Are people spending or saving? (FRB department store sales) 
How much money is circulating? (FRB bank debits, 141 key 
centers) 
Factors 4 and 5 are adjusted for value of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation 


Plotted line is @ preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicates an 8-day estimate 
based on tentative figures for five components, all of which afe subject 
to later revision. * 





*Final figures for the five components (1947-49 100) 


Sept. Oct. Nov. Dec. ’ ; March April May June July August Sept 
(prelim 


Producticn J 141.0 139.0 128.0 126.0 128.0 131.0 134.0 136.0 137.0 
Employment ‘ 120.0 119.4 115.7 115.6 114.2 115.2 115.3 115.3 115.3 
Hours & 99.0 98.5 96.7 96.0 96.7 98.2 

Sales ‘ 111.8 117.5 119.8 120.8 123.7 125.6 131.2 137.8 129.3 
Bank Debits ....... ‘ 150.7 148.2 135.7 141.7 145.1 142.9 153.6 148.1 150.7 
INDEX ; 124.5 124.5 119.2 120.0 121.5 122.4 126.5 127.3 126.5 


ee to recall that the inflation psychology 


received its biggest impetus during 
by SIDNEY B. LURIE the summer months when the Middl 
East crisis focused the nation’s atten 
Happy Days Are Here Again i tion on two conditions: 1) The fact 
© that the purchasing power of the 
SOMETIME ago, this column observed _ stronger basis. Just “ dollar decreased an average of 3 
that the speculative mood often can as many Americans | , annually in the ten years after World 
best be described in terms of popular collect antiques, so F War Il. 2) For the first time in post 
song titles. This is particularly true domany now collect wT war history, we now face an important 
today, in the sense that everyone _ securities. Second- ; increase in the outstanding govern 
seems to be singing “Happy Days Are ly, the securities ment debt. But the inflation hysteria 
Here Again.” Matter of fact, the business has been , , overlooks two equally _ significant 
theme song might even be “Running professionalized and , points. One is that the future can't 
Wild,” which was a hit in the late research has become its raw material. be judged exclusively by the past 
1920s. Knowledge today has taken the place The other is that only a morally 
Speaking of that era, there is no of the so-called “inside information” bankrupt government deliberately 
question but that this is the biggest of the 1920s. Thirdly, inflation has be- inflates the economy 
market the present generation of se- come a pronounced force in the equity Actually, the non-monetary pres 
curity buyers has ever known. Cer- market. sures on the price level today ar 
tainly, the “plot” is the same as it was Matter of fact, the inflation philos- probably less than they have been at 
in the 1920s in that almost everyone ophy is one of the four legs on which any time in the past ten years. Not 
agrees that Wall Street has become a the stock market stool rests. It merits the following: a) The latest auto 
one-way street. The “characters,” careful examination because it may mobile wage increase pattern 
however, are vastly different than represent the reason for perhaps the _ less inflationary than that ni 
they were thirty years ago. For one last 50-point advance in the Dow three years ago. b) Labor product 
thing. more people own stocks than industrial average is going up. sharply, whicl 
ever before in history—and on a far In this connection, it is significant means less pressure on the p 


OR 2 99.2 OO R 
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New Glamour For 
FOOD STOCKS? 


OMPANIES supplying the nation’s food needs have seldom been thought of as 

boasting dynamic growth potentialities. Yet, over the past 9 months, some 
stocks in this group have risen 60% or more in price! Does this market action 
herald the dawn of a new investment appraisal of food stocks? Or does it reflect 
merely the switching of funds from cyclical to defensive issues? 

The current issue of The Value Line Investment Survey takes a new look at 
the food companies and examines the reasons behind the wide advances in many 
of these stocks so far this year. It finds, at today’s price level, a wide variation in 
individual prospects and rankings. It will pay you to check your holdings of 
stocks in this group against Value Line’s objective measurements of Intrinsic 
Value and Probable Market Performance over the Next 12 Months. You will see 
at a glance which seven stocks are the best to buy or hold now; which five should 
be switched into other issues. 

Included in this edition of the Value Line Survey are up-to-date Ratings & 
Reports on 56 stocks in the Food Processing, Milling, Baking, Sugar, Meat 
Packing and Dairy industries. Also part of the current issue is a new Special 
Situation recommendation—a leading drug stock whose price has not kept pace 
with those of most others in its group during the past 9 months and which offers 
the prospect of wide appreciation over a 3- to 5-year period. You will receive 
these investment aids, together with the latest Summary of Ratings and Rankings 
on all 850 stocks under year-round supervision, at no extra charge under the 
special offer described below. 


A Special $5 Introductory Offer* 


You are invited to receive at no extra charge under this special offer, the 
current 80-page edition of the Value Line Survey covering the Pa Refining & 
Food Processing, Milling & Baking, Sugar & Confectionery, Meat Packing, 
Dairy, Soap & Vegetable Oil industries. This edition also contains full-page 
Ratings & Reports on each of 56 leading stocks including: 


Amer. Sugar Ref. 
Armour & Co. 
Best Foods 
Borden Co. 

Calif. Packing 
Campbell Soup 
Colgate-Palmolive 


Cont. Baking Quaker Oats 
Corn Products tinh betel Ralston Purina 
Cudahy Packing Nat'l Biscuit Standard Brands 
General Foods Nat’! Dairy Prods. Swift & Co. 
General Mills Nat’! Sugar Ref. United Fruit 
Glidden Co. Pillsbury Co. Wilson & Co. 
Heinz (H.J.) Procter & Gamble and 29 others 
You will also receive, under this offer, the next four weekly editions of the 
Value Line Survey, with full-page Ratings & Reports on over 250 major stocks. 
In addition, your introductory subscription will include a new SpectaL SiruaTion 
recommendation, a SUPERVISED ACCOUNT Report, WEEKLY SUPPLEMENTS, two 
ForTNIGHTLY CoMMENTARIES and four WeeKLy SUMMARyY-INDEXES with latest 
advices on all 850 supervised stocks. 
(Annual Subscription $120 *New subscribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 


Name 


Send $5 to Dept. FB-116 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 
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BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors early 
publication, higher royalty, national distribution, 
and beautifully designed 8. All oman wel- 
comed, Write, or send your MS directly. 
GREENWICH BOOK PUBLISHERS, une- 
Atten. eae ELLON, 489 44 hi 
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| c) There is excess manufacturing ca- 


pacity in almost every business and 
that means ceilings on the finished 


goods price level. d) There are sur- 
| pluses of labor and commodities 


throughout the world. Thus there is 
little likelihood that the cost of living 
will again rise 3% annually in the 
years ahead. 

We face a somewhat different prob- 
lem on the monetary aspects of our 
specialized, psychological inflation. 
This in the sense that the Government 
obviously can’t finance its prospective 
$12-billion deficit in normal fashion 
without building up bank reserves 
which fan the inflationary fires. Mat- 
ter of fact, the decline in government 
bond prices probably has reached a 
point where it is impairing bank 
liquidity. Thus the government is in a 
position where it must counteract the 
monetary pressures of deficit financ- 
ing by restoring faith in the purchas- 
ing power of the dollar and the 
government bond market. 

The way seems clear, for England 
faced a somewhat similar problem 
just about a year ago. There the au- 
thorities raised the discount rate, 
curtailed government spending, and 


| tightened credit controls. If our money 


managers adopt similar policies, the 


stock market undoubtedly will be 


vulnerable. At the moment, everyone 
seems to be living in the “never- 
never land” of being able to eat one’s 


| cake and have it too. Life just isn’t 


that simple! 

This point is most important, for 
the fact that the market is “high” by 
all traditional standards of measure- 
ment doesn’t in itself mean that a 


decline is inevitable. Rather, it means 


vulnerability to the unexpected, to a 
surprise, to disillusionment. To ex- 
press it a little differently, speculative 
psychology won’t change until, or un- 
less, either: a) the business improve- 
ment—which is so obvious to all- 
does not live up to its advance stock 
market advertising, or b) the Federal 
Reserve Board initiates strong, anti- 
inflationary measures. 

Speaking of the stock market’s sup- 
ports, the strongest, but least obvious, 
is the fact that profit margins have 
been improving, with the result that 
earnings will rise faster than sales. 

As was pointed out some time ago, 
management now is more efficient 
than at any time in recent years. The 
frills have been eliminated and cost- 
Secondly, 
with labor productivity rising, this 
means greater output per machine as 
well as fewer workers to use them. 


| Thirdly, industry has reached the pay- 


off point on the $186 billion which will 

have been spent on plant and equip- 

ment in the five years ending 1958. 
(CONTINUED ON PAGE 48) 
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A way to AVOID 
the high cost of fighting 
the market's trend 2 


You do not have to agree with the stock market to fore- 
cast its movements. It is not necessary to believe that the 
stock market should go up to be able to discern that it is going 
up (as happened to be the case this year—especially since the 
lows of February—and all too obviously since mid-May when 
the dynamic phase of the advance got under way). 


The Drew Studies are prepared and published for sophis- 
ticated investors who presumably know how to take care of 
themselves. They doubtless know how they want to take ad- 
vantage of the information contained in the weekly Drew 
Studies—how far, for example, they wish to commit them- 
selves on the bull side of a market which on fundamentals 
appears “high,” but gives indication on technical grounds of 
going higher Do they buy? Little or much? Do they 
hold off on selling they might otherwise do? Do they sim- 
ply conclude to let the “short” side alone and spare them- 
selves the expense of bucking the trend? 


Fighting the Trend rere is tittte wit ot 


wisdom in stubbornly fighting the market’s trend—and even 
less profit . . . Remember that there is no law in the stock 
market that forbids changing one’s mind—that compels death- 
less loyalty to a position erroneously taken—that sets inflexi- 
bility of mind as the sina qua non of stock market success. 


Because an investor (or an adviser) was skeptical (or even 
bearish) when the “average” was 420 or 440 does not arbitrar- 
ily compel sticking stubbornly to the same position at some 
higher point should it appear that the first position was 
erroneously taken—and that the market is going still higher. 


To have looked exclusively to the dismal fundamentals 
this year—with business receding—earnings down substan- 
tially—dividends being cut—largest unemployment in years 
—101 anguished political proposals—would have given little 
reason to believe what was going on before our eyes. For 
the stock market’s technical behavior was rather insistently 
telling us that stocks were headed higher. 


Prevent Being Blinded one ot ine 


major functions of the Drew “Odd Lot” Indexes is to prevent 
being blinded to what the stock market is saying in the face 
of the obvious—to peer beneath the commonly known facts 
and premises—and recognize the existence of superior and 
more dominant stock market influences (which invariably 
show up in the stock market's own action). 


Long years ago when Garfield Drew began his scientific 
and objective research of odd lot transactions and sensed that 
within these myriad figures lay some revelations of public 
behavior at crucial turning points in the stock market—he was 
determined to find the frequently baffling missing link between 
commonly accepted opinion and the market’s contrary behavior. 


Market vs. Prevailing Opinion 


Surely, enough has evolved from the long years of study to 
establish that no one knows as much about the stock market 
as the market itself reveals when it casts its long shadows 
of doubt againt prevailing opinion. 
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The Drew Odd Lot Studies are freed from the stubborn- 
ness of set and subjective opinion at critical turning points 
in the stock market—they are less concerned with what the 
stock market should be doing than what study of its internal 
character indicates it is likely to be doing Along such 
lines—the Indexes made significant contribution to the true 
trend in ’53-54 when, as recently, the public’s skepticism was 
undeniably manifest in 


odd lot trading. 


consistent daily selling balances in 


We have no wish to 
than 
Indexes during the ten 


We would 
record established by the 
the Studies 
lished. It is the simple and well-known truth that even in 
the difficult markets of 1956-58 the Indexes have nine times 
—out of a possible 


be extravagant rather 


understate overstate the 


years have been pub- 


twelve—correctly called the turn—and 


several times when none of the usual approaches would 
have protected us from error and told the stock market story 


about to unfold. 


° . ’ 

Tipping Market Ss Hand If the past is 
the same reliable criterion that it invariably has been—the 
Odd Lot public will 
that is, they will resist the rise and remain aloof until some 
mystical point when the Odd Lotter will at last capitulate 
and as in the past the rise will be close to its end. The next 
30 to 60 days seem important to watch—and likely to tell a 
significant story regarding the climax of the 


tip the hand of the present market 


125 point ad- 
vance or its penetration into important new high ground 

The three latest Studies clearly reveal the present situation 
and pull no punches as to the implications in the immediate 
situation, the near term and long range prospects . . . apropos 
the special offer below—if at the end of the 4 weeks or 9 
weeks trial the Studies have not contributed, the 
payment will be completely refunded-——with no questions asked 


you feel 


Send 3 latest reports and Drew Studies as indicated. 


[) month - $5 VIA AIR MAIL ] 9 weeks - $8 
Name 


Street 


¥ 


eee 


DREW ‘socits,ne. 


Originator and recognized interpreter of 
Drew Odd Lot Indexes, 

a measure of stock market psychology 
indicating future trends. 


53 State Street—Boston, Mass. 





WANT 
MORE 
SPENDABLE 
INCOME ? 


Read what Rensselaer’s LIFE INCOME PLANS 
do for you. Founded by the nation’s 
oldest engineering college: 


Assure income for life (for you, your wife, 
or both) : 

Provide choice of tax-exempt or inflation- 
protected plans 

Eliminate capital gains taxes 

Reduce your income tax considerably 
Lower estate and inheritance taxes 
Increase your spendable income 

Create a memorial at Rensselaer in your 
name 

Protect your principal by the same sound 
financial supervision given to Rensselaer’s 
$27,000,000 endowment fund. 
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Write today for helpful booklet 
“Life Income Plans” 


Rensselaer Development Council 


RENSSELAER POLYTECHNIC INSTITUTE 


Troy, N.Y 


(This advertisement contributed by friends of Rensselaer) 
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G Opportunities in WARRANTS ¢ 


y If you are interested in making each $1 do 
the work of $100 or $1,000 in a risin 
market—then you should be intereste 
in common stock WARRANTS. 

@ What are warrants? 

@ How is it that each dollar wisely in- 
vested in warrants during a bul! mar 
ket may bring capital appreciation as 
much as 1000%, or more over the same 
dollar invested in common stocks? 

@ How do some warrants make sensa 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do a u avoid the equally great 
losses which may follow unintelligent 
speculation in warrants? 
@ What warrants are outstanding in to 

day’s market and how should they 
be bought and sold? 

For the answer to all these questions. you 

should not miss the =_— widely- goer and 

only full-length study of its kind—"* 
$s pe pyetbnn —— Yor COMMON STOCK 

WARRANTS" by Sidney Fried. For your 

copy of this book detailing the full story of 
warrants, and a current list of 121 warrants 
ou should know about, send $2.00 to 

H. M. Associates, Dept. 

F-118, 220 Fifth Avenue, New 

York .¥ N. Y. or send for 

free descriptive folder. 


ABABA ass 


EQUITABLE 


a 


Sere a er eee eee 


4. 





At a meeting held October 17, 1958, ‘the Board of 
Directors declared quarterly dividends of $1.125 
per share on the 4.50% Convertible Preferred Stock 
and 43%, cents per share on the Comman Stock, 
payable December 1, 1958 to all —— of record 
at the close of business November 7, 1958. 
H, 8. Netting. dr., 
Secretary 














INVESTMENT POINTERS 


by JOSEPH D. GOODMAN 


Old Recommendations—and New 


Many investors wonder how high the 
market will go. There is, of course, 
no way of making an estimate. The 
nearest comparison that I know of is 
the period of 1926. The bull market 
started in August 1921, with the Dow- 
Jones industrial averages at 63. By 
early 1926 they had advanced to 162. 
A severe decline to 135 then occurred, 
and there were indications that the 
bull market was over and a_ bear 
market had begun. However, the 
market steadied itself and recovered 
to 166 in September 1926. A sharp 
setback to 144 occurred, after which 
the rise was again resumed, and, by 
the middle of 1927, the averages made 
new highs and continued upward to 
381 in September 1929. This price 
was about six times the original start- 
ing point of 63 in 1921. 

The current bull market really 
started around the 260 level in 1953. 
A rise to 521 in 1956, and 520, in 1957 
followed. Then a setback to 419 oc- 
curred last October. If the precedent 
mentioned is followed, a sharp reac- 
tion can be expected any time. 

It is needless to say that the rise in 
the market since last winter has ex- 
ceeded expectations. A recent state- 
ment of the Secretary of the Treasury 
of the United States urging banks and 
institutions to invest in government 
bonds, is reminiscent of a situation 
in Europe many years ago when sev- 


eral governments 
made similar ap- 
peals and issued 
warnings against 
excessive bidding 
up of stock prices. 
Of course, I 
would not now 
care to recommend the stocks I 
recommended earlier this year at 
very much lower levels. I would only 
buy them in case of an extensive set- 
back. Indeed, I suggest profit taking 
in Zenith Radio which has had a great 
advance from 45 in 1957 to 134 (al- 
lowing for the 2-for-1 split-up). 
Years ago, I recommended Florida 
Power & Light when the present 
stock was selling around 10, allowing 
for the 2-for-1 split-up. To my mind, 
the stock seems absurdly high at this 
time, around 80, and has discounted 
the future too far in advance. Earn- 
ings last year amounted to $2.98 per 
share. On its present dividend of 
$1.52, the yield is only 1.9%. In its 
place, I suggest Atlantic City Electric, 
which supplies electricity tc southern 
New Jersey, and has reasonably good 
growth possibilities. The name of this 
company is misleading as most of 
its business is done in localities other 
than seashore resorts. The yield on the 
current price 36, is around 4%. An in- 
crease in the current $1.40 dividend 
next year is possible. 
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For new purchases, consideration 


might be given Radio Corporation of | 
America, which, since 1955, has de- | 


clined from 55 to 27, and is now 
around 40. This well-known company 
is a leader in all phases of electronics, 


and in TV and radio broadcasting. | 
NBC is one of the company’s sub- | 


sidiaries, and a 20% interest is owned 
in Whirlpool Corp., an appliance man- 


ufacturer. In each of the last three | 


years, gross sales have exceeded $1 
billion, and a dividend of $1.50 has 
been paid, including 50c extra. Last 


year, earnings amounted to $2.52 a | 


share. I believe this stock has excel- 
lent long-term growth prospects. 


American Viscose is also selling at | 


what I think is an attractive level, 
now around 33%, compared with a 


high of 57 in 1955. The company is | 


a large producer of rayon, cellophane, 
nylon and acrilan. With Monsanto 


Chemical, it jointly owns Chemstrand. | 


The present dividend is $1, which 
might be increased within the next 
year. Capitalization is simple, con- 
sisting of no funded debt and 5 mil- 
lion shares of common stock. 

Last spring, I recommended the 
stock of Universal Products (now 
Universal Controls), around 24. It 
has since doubled in price (allowing 
for a 2-for-1 split). I suggest that any 
reader who bought the stock on my 
recommendation be satisfied with this 
profit, even if the stock advances 
further. 

Pure Oil appears attractive among 
the oils. All of its reserves are in the 
Western Hemisphere. The company’s 
volume of business last year amounted 
to $508 million, with earnings of $4.13 
a share after charges for depreciation 
and depletion, amounting to $3.27 per 
share. The outlook for next year ap- 
pears good, and I would not be sur- 
prised if the present dividend of $1.60 
were increased. At its present price, 
the yield is 4%. 

Hajoca Corporation manufactures 
and distributes, wholesale, plumb- 
ing, heating, steam and_ roofing 
materials, mill, mine and refrigeration 
supplies, bathroom and kitchen equip- 
ment. I think this industry has a good 
outlook. The stock is traded over-the- 
counter, and capitalization consists of 
long-term debt of $1,200,000 and 
71,000 shares of common stock. At the 
close of last year, net working 
capital, after deducting funded debt, 
amounted to around $70 a share on 
this stock. Earnings last year were 


good, amounting to $4.80 a share, and | 


a dividend of $1.25 was paid. This 


year, earnings and dividend payments | 


will be less, but I think the outlook 
for the next few years is excellent. 


This stock appears to offer good value. | 


The present price is around 40. 
(Continued on page 49) 
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HOW BARON ROTHSCHILD 
BUILT A FORTUNE - - 


buying “stocks nobody wanted”’ 


For large profits, Baron Rothschild bought stocks when nobody else was interested 
in them. He knew that stocks of solid, well-managed companies were often under- 
valued because of public ignorance. He also knew that ignored, undervalued stocks 
always zoom as soon as the public awakens. That is how he accumulated his vast 
fortune and his methods still work. Little-known stocks, many selling under $5, 
representing future profit opportunities, can always be found if you know when and 
where to look for them. We are at an important point in the stock market NOW 
when many investors are selling the very stocks that Baron Rothschild might be 
buying if he were alive today. Our intensive and unique Research Reports pinpoint 
these stocks—stocks that represent unusual profit situations but are overlooked by 
the general public and selling far below their potential worth. 


See for yourself how large profits may be 

FREE REPORTS: reaped from a small investment in these 
© LOW-PRICED “hidden-value stocks.” The 

recommendations you receive are impartial. We are not an investment dealer or 
broker, and no salesman will call. To receive free SSR Reports for one month, just 


attach your name and address to this ad, and mail to 


SELECTED SECURITIES RESEARCH, INC., DEPT. F-67, SEAFORD, WN. Y. 
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I B M Computer Reveals... IMPROVE YOUR POSITION 


EARNINGS GROWTH RATES 


Of over 500 Companies IN THESE COMMODITIES 


GRAIN COPPER 

As an aid in selecting TRUE growth stocks, these 

electronically peconccnen Sentions Growth Rates COTTON WINNIPEG 
will prove on average to be a more occurate Zinc EGGS 
measure of future growth than any made by 
human estimate. Some companies ore going 
down hill. Others are increasing their earnings 
at an average compounded rate of over 20% Service offers you weekly bulletins contain- 


yaar. ing sound market information plus on-the- 
Clip and mail this ad today with your name spot telegrams as the situation requires. Cur- 
and address for the Growth Rate report. Send rent bulletins on these commodities free on 
with $1 to: request. 


GILLAN BROS. & CO. 
a fo. a wy, || COMMODITY TREND SERVICE 
136-21 39th Avenue, Flushing 54 (N.Y.C.) N. Y 


To help you make decisions in your specula- 
tive position in these commodities, regardless 
of the market trends, Commodity Trend 














Tel.: Hickory 5-2474 








TWO TESTS for the next stock you buy 


A company’s earnings must be in a growth trend before you buy its stock. 
That's basic. But it’s not enough. Each stock should also pass a second test. 

A few stocks capture the imagination of investors and develop MOMEN- 
TUM. Momentum is the force that pushes a stock up and up—far above the 
level justified by growth alone. 

Make sure your next purchase passes both the growth test and the mo- 
mentum test. Not only is it more profitable—it is actually safer in case of a 
sudden break. The momentum stock is quick to recover 

Check your stock selections against ours for a whole month. Send no 
money at all. Just mail the coupon today. 


A MONTH'S GEORGE LINDSAY 


SERVICE 550 FIFTH AVENUE, NEW YORK 36, N.Y. 
Send me your weekly Trading and Investment Letter 


i for four weeks. 
* (PLEASE PRINT) 


Name. 
Read 4 letters 
and judge their 
value yourself City __ ; a, Zone __State 


Address_ 














A BRAINSTORM 
HELPED ME EARN 
$250 A WEEK 


By a Wall Street Journal 
Subscriber 


Not long ago I spent some time with 
some chaps who were having a “brain- 
storm” — a talkfest where each man con- 
tributes ideas. 

The subject of this particular discus- 
sion was MONEY! One man in the group 
earned more than all the rest of us. He 
gave us some wonderful ideas. Among 
other things, he said, “Subscribe to The 
Wall Street Journal. It will help you 
get ahead.” Well, to make a long story 
short, I tried it and IT DID. Within a 
short time, my income was up to $250 
a week. 

This story is typical. The Journal is 
a wonderful aid to men making $7,500 
to $25,000 a year. To assure speedy de- 
livery to you anywhere in the US., The 
Journal is printed daily in five cities — 
New York, Washington, Chicago, Dallas 
and San Francisco. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $24 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $7. Just send this 
ad with check for $7. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4,N. Y.) pM-11-1 
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COMMODITY 
TRADERS 


Take advantage of our intensive stud- 
ies covering Chicago Board of Trade, 
Chicago Mercantile, N. Y. cotton, cof- 
fee, and cocoa. This data is designed to 
catch the LONG and SHORT swings and 
can help your trading show consistent 
profits. 

With the aid of technical tools de- 
signed by us and used exclusively by our 
research staff, we publish weekly letters 
with optional daily supplements and 
spot wires. Specific BUY and SELL rec- 
ommendations. This service is used by 
professional traders, brokers, elevator 
operators and many others. 

As an introductory offer we will send 
you our complete service for three weeks 
via air mail. We will include our book, 
“HOW TO TRADE COMMODITIES FOR 
PROFIT” and 4 year profit record for 
wheat and beans. Send only $1 to cover 
handling. 

MARKET RESEARCH ASSOCIATES 

108 S. Los Robles, Pasadena, California 


| but readers will recall that 


eS wae ~s Sw Sones lL SG CUO UUW 


MARKET COMMENT 


Not A One-Way Street! 


| Discussinc this column with a fellow 


analyst, I remarked that I proposed 
to head it with Not a One-Way 
Street! He thought a minute, and 
then remarked: “No one will believe 


| you!” If no one will believe me, that 
| probably is as good a justification as 
| I can have for the caption. 


Looking back over the record, I find 
that since last March there has not 
intermediate setback 
(intraday high in the DJ industrials 
to subsequent intraday low) of more 
than 3.7% since last February. The 
setback which has exceeded 
212% is that from the highs of Octo- 
ber 14 to the lows of October 16, and 
all but about 4% of that decline was 
retraced on October 17. It’s no won- 
der that the successful speculators 
of 1958 think the market is a one- 
way street! 

But it isn’t. Even in the strongest 
bull markets, even when the public 
has the bit in its teeth as it has now, 


there are times when the market runs 


into congestion. And from time to 


| time the congestion is likely to be 


especially troublesome, such as when 
downright speculation in low priced 
stocks by inexperienced people is as 
big as it is now. 

It is going out on a limb in a big 
way to try to time anything like this, 
in the 
column in the October 15 issue, I 
said: “I suspect we will have a nice 
intermediate correction some time in 
the next two to six weeks.” The time 














Uniteo States Lines 


Company 
eS 


Common 
Stock 

DIVIDEND 
The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable December 5, 
1958, to holders of Common Stock of 
record November 14, 1958. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 





Net Working 
Capital 
Per Share 

Baldwin-Lima-Hamilton $16.60 
Bigelow-Sanford 6.79 
Bliss, E. W. 15.13 
Bohn Aluminum 17.09 
Cone Mills 11.81 
Congoleum-Nairn 5.00 
Cornell-Dubilier 11.68 
Crane Company 41.04 
Electric Auto-Lite 27.03 
Fenestra 20.20 
Hamilton Watch 25.46 
Hercules Motors 22.85 
Industrial Rayon 20.90 
Montgomery Ward 44.32 
Morrell, John 8.74 
Motor Wheel 13.35 
Oliver Corporation 19.40 
Underwood 17.77 
United Merchants 11.99 





SELECTED UNPOPULAR ISSUES 


by L. O. HOOPER 


limit on this rash 

forecast will run 

out some time in 

November. This 

is my opinion and 

I am “stuck” with 

it—and I stick to 

it! Readers also 

will remember that I added: “I sus- 
pect, also, that this will not be the 
end of the major rise.” 

The big practical trouble with the 
above generalization is that, like all 
sweeping statements, it may be inac- 
curate in detail. We have had, and 
are still having, such a vigorous mar- 
ket, but not all stocks have partici- 
pated equally The stocks which 
have not gone up so much won't have 
to come down so much; and some of 
them will actually rise against the 
trend. A great many individual is- 
sues, even a majority, have not yet 
sold as high in 1958 as they sold in 
1955, 1956 and 1957. Usually, the 
stocks which have advanced most, the 
“super-popular” issues, have the big- 
gest setbacks in a technical correc- 
tion. Stocks that have participated 
little in the rise (Ford Motor, for in- 
stance) may actually go up. 

I am intrigued by a certain type of 
backward stock, so far more or less 
neglected. This type of equity is sell- 
ing a) well below book value, b) 
often for less than, or not much more 
than, net working capital per share, 
and c) substantially below its high 
in past years. It usually represents 





Recent Former High 
Price And Year Made 
13 24 1955 
10% 18 1955 
16% 3356 1955 
21 31% 1955 


15 41% 1951 
11% 252 1955 
18 40% 1956 
33 48% 1955 
36 57 1953 
18 34% 1956 
21 28% 1957 
16% 22% 1955 
23 681 1951 
39 53% 1955 
17% 28% 1956 
15% 32% 1956 
12 185 1955 
19% 58 1951 
15% 235 1955 








ForRBES, NOVEMBER 1, 1958 














a company where there is “something 
wrong with earnings or the outlook. This announcement is neither an offer to sell nor a solicitation of an offer 
It is, however, much more of a “bar- to buy these securities. The offer is made only by the Prospectus. 
gain in assets” than the run-of-mine 
issue, and it is priced ex-popularity NEW_ISSUE 
rather than cum-popularity. 

The stocks in the tabulation on the 
previous page are examples. If there S dd F d f ( d I d 
were space available, I could give you cu er un O ana a t a 
good reasons why each one is not in 
favor. The margin of errer in buying ( 1mm 
stocks of this type can be high, so one on Shares 
should not concentrate in them, and in (Par Value $.25) 
buying them one should diversify his 
purchases. The rewards, however, 
sometimes are high—provided the | Price Net Asset Value plus 742% of the Offering Price 
purchaser is patient if patience be- 
comes necessary. 

My favorites in this list would be 


Baldwin-Lima-Hamilton, C Mills, ; ; 
rnaagy Ponmaaa go eed pend Shares are being offered to the public through a group of 


Metin Gate Julie, Muna oul dealers managed by the undersigned and William Street 
alia Gleshents, * Gitck Sian. Sales, Inc., as Dealer Managers. With this offering the Fund 
: initiates a policy of continuously offering new shares. 





(in single transactions involving less than $25,000. ) 





gomery Ward is a good long-term 
value, and represents more quality 
than the rest, but I feel that time is Copies of the Prospectus may be obtained in any State only from 
needed for the new management of such of the several Dealers, including the under signed, 
this old company to develop a signifi- as may lawfully offer the securities in such State 
cantly larger earning power. On 
earnings, it is not much cheaper than 
Sears, a much better stock. LEHMAN BROTH ERS 
I suspect that the net working 
capital per share now is higher than 
that indicated in the case of Electric October 21, 1958. 
Auto-Lite. The new management of 
Crane Company, while it has a man- 
sized job on its hands to develop the 


earning power this company should NOW EARN SAVINGS BY MAIL 


have, is very talented. Crane is a 


. 2 Patica tit} Start earning more today with 
company which will bear careful | oni '@) satete at Mevade's larnest 
watching over a period of years. rate Savings and Loan Association 























Right now, I understand that Hamil- | paid Thousands of save-by-mail 
ton Watch, Bigelow-Sanford, John quarterly 


account holders currently earn 


ibe 5% a year. Airmail postage 
Morrell and Motor Wheel may be | Pg — ode epee hy ta 


pre-paid. Funds received by the 


sustaining an improvement in earn- WITH SAFETY % 15th of any month earn from 
ings. ; b. te j [ the Ist 
I have previously suggested Hamil- | saan Se) i “ 
ton Watch at lower prices and Cone =», M4 FAR ST WESTERN SAVINGS 28394" on 
Mills and Electric Auto-Lite at TO 118,So0. Fifth Street - Las Vegas, Nevada 
around these prices. The mere tabu- or. @ Nevada's Largest...So. Nevada's Oldest 
lation of a stock here, unless I say so, 
does not necessarily mean that I am 
recommending its purchase. The 


purpose of the tabulation is to call 4 Ways The Odd-Lot Index 


attention to a type of neglected issue 


which is something of a bargain in | Reveals New Trading Trends 


assets, to suggest some stocks into Many investors believe that it takes a mysterious ‘“‘touch’’ to pile up large profits in the stock = 


shale . . ay 7 : = market, but ask any successful trader and he will tell you that the key to “‘quick’’ profits is tim 
which the reader may wish to inquire — not ‘‘touch’’—and that one of the most important timing measurements bs the Odd-Lot Index 
further. whic 


th tells you what the ‘‘public’’ is doing. That's why Investors Research has prepared a Special 

Report on Odd-Lot Psychology and Timing Procedure for investors who wish to take advantage 

There is one high grade stock that of today’s primary profit opportunities. This informative report clearly describes how to read and 
understand the Odd-Lot Index, contains a helpful chart to guide you in timing your own buy and 

I want to recommend for purchase. sell decisions and tells you 4 important characteristics of odd-lot trading that can sharpen your 


That is Ford Motor (4712). This skill in detecting profitable trends in stocks 


to receive this valuable Special Report plus a list of 14 selected stocks recon 
stock now looks much more attrac- ACT NOW mended for immediate purchase, FREE, of extra cost. Simply accept a trial 
: . . offer the complete vestors Researc > ‘e at the re “e , of o 4. Jus a the 
tive to me for capital gains and for pth 1. Ay plete Investors Research service a he reduced cost of only & Just mail tt 


long pull investment than when it 


was first offered to the public at con- | INVESTORS RESEA RCH” 


siderably higher prices. To be sure, ae Company (Dept. F 60) p,..c¢ rush Special Report on 
1958 earnings are not much of an : 922 Laguna Street Odd-Lot Indexes, plus list of 14 
. . . > al al . "KS j 4 € Ss sc - 
inspiration to buy, but 1958, as I have IS. Santa Barbara, Calif. fic, Enclosed is 33.0 
said before, was an unusually poor “ 7 Name 


RESEARCH 
» i i =i Address 

yom = the auto industry. Ford * Serving investors in 46 states and 20 foreign nations. 

(CONTINUED ON PAGE 49) 
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Only ONE MAN in 1000... 


KNOWS THE INVESTMENT PROFIT POTENTIAL OF 


LIFE INSURANCE STOCKS 


FOR EXAMPLE...DO YOU KNOW THAT:— 


$1000 United States Lite $27,660 
INVESTED | Philadelphia Lite 50,000 
ON Gov't Employees Lile “ “* ” 23,330 
JAN. 1, 1949 ( Cont. Assuramce = 13,820 
IN THE Franklin Life eh a 25,600 
SHARES OF / Republic Nat'l Lile “ “ : 32,660 


We have prepared a TENTH and 1958 REVISED 
EDITION of our Special Bulletin entitled 


12 REASONS FOR INVESTING 
IN LIFE INSURANCE STOCKS 
which contains specific suggestions on stocks 
which we believe are attractive 
for investment today. 
A copy of this bulletin will be mailed for $1.00. 


Please use coupon below. 


J.H. GODDARD & co., INC, 
Established 192 
Members Boston Stock Tans 
85 DEVONSHIRE ST., BOSTON 9, MASS. 


is now worth 
o 


J. H. GODDARD & 'CO., INC. 
$3 Devonshire Street, Boston 9, Mass. 
Please mail a copy of your 10th and 1958 Revised 
Edition of Special Bulletin on Life Insurance Stocks. 
Enclosed is $1.00 


Name 


Address 
(Please print) 


[EARN | 5 
MORE 1% 


time-tested cumulative participating pre- 
stock ® Dividends increased every year 
since 1946 e Another stock dividend payable 
in December, 1958 e Price about $6.75 per share 


ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto, Stock Exchange 
Boston & Pitts. Stock Exchanges (Associate) 


1516 Locust St., Philadelphia 2, Pa. 


2 FAVORED 
LIFE STOCKS 


WITH GROWTH RATES 
UP TO 424% A YEAR 


Life insurance stocks offer you, we 
believe, excellent potentials for capital 
gains in an industry that has established 
a record for rapid, steady growth. In 
the last 10 years, every $100 in Aetna 
Life has grown to $837; $100 in Franklin 
Life has grown to $1881; and in Lincoln 
Life to $1431. Now our Editors recom- 
mend a little-known life stock that may 
offer equally attractive growth in the 
next 10 years. This stock has 
rowing at the rate of 4244% a year. 
rs we feel it still has much room for 
big new growth. Its assets are now $95 
million (Aetna: $34 billion). Its life 
insurance in force is about $1 billion 
(Lincoln: $9 billion). And with just 
1,100,000 shares out, it appears well- 
situated to offer you continuing large 
gains. This life ‘leader’ is featured in 
our new 
Life Stocks’. This port is yours as 
a bonus now when you send just $1 
(new readers only) to try our weekl 
advisory service ‘The Growth Stoc 
Letter’ for the next two weeks. Mail 
this ad with your name and address 
and $1 today to Dept. F-15. 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 
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| turned 


Two pays after the Federal Reserve 
Board had raised margin requirements 
to 90%, placing the stock market vir- 
tually on an all-cash basis, stock 
prices soared back to their all-time 
high accompanied by the largest 
weekly trading volume in 25 years. 
Obviously, speculative traders were 
anything but discouraged and went 
ahead to make immediate use of the 
remaining buying power which a 
provident margin clerk had set aside 
for just this contingency. From here 
on the possible extent of “pyramid- 
ing,” i.e., the use of accrued profits for 
creating additional buying power, will 
be negligible. Before long the braking 
effect of 90% margin will make itself 
felt; as far as I am concerned, it can’t 
be too soon. What may be a paradise 
for the trader is becoming a _ night- 
mare for the investment advisor. 
Between July and October 1957, the 
DJ industrial stock index plunged 100 
points, from about 520 to 420. This 
break had all the earmarks of a true 
bear market, but now, in retrospect, it 
looks more like only a major reaction 
correcting the steep advance from 1953 
to 1957. If the recession had snow- 
balled into a depression—and we came 
uncomfortably close to it—last Octo- 


| ber’s lows would not have held, of 


course, and the “reaction” would have 
into a major bear market. 
However, when the recession was ar- 
rested before confidence was seriously 
impaired, the stock market saw the 
green light. Oblivious to the harm 
done to corporate profits it resumed its 
advance and reached a new bull mar- 


ket peak in September. 


If one accepts the view that last 
year’s break was merely a correction 


| in a long bull market that started way 


back in 1949, then one cannot afford to 
be quite as complacent about the pres- 
ent situation. It may mean that we 
have entered the final and most ex- 
plosive stage of the bull market in 
which wild and reckless speculation in 
so-called cats and dogs becomes pre- 
dominant. 

On the day this column is written 
the four most active stocks were: 


| Studebaker-Packard, American Mo- 


tors, Hupp Corp. and Graham-Paige 
with a combined trading volume of 


| 753,000 shares. None of them has paid 


a dividend in years. Studebaker- 
Packard, the market leader, has quin- 
tupled in price this year on nothing 


| but the hope that its new car will sell 


and that a miracle man can convert a 
huge tax loss carry-forward into prof- 


STOCK ANALYSIS 


Tco Much Steam 


by HEINZ H. BIEL 


its. This sort of 
shenanigan re- 
vives unpleasant 
memories of the 
late Twenties. 

I am not ready 


_to hoist the hurri- 


cane warning, but 

a note of caution seems to be in order. 
The business outlook is good with new 
records in sight for employment, pro- 
duction, incomes and corporate profits. 
The present level of stock prices does 
not shock me, and when market ana- 
lysts predict that the Dow-Jones will 
reach 600, I would not bet against it. 

However, from the current level to 
600 is only 10%, whereas the market 
has risen a full 30% during the past 
year. The meaning of this should be 
clear: the investor cannot expect that 
good-quality stocks will repeat their 
recent performance. Anyone who be- 
lieves that U.S. Steel can conceivably 
duplicate its 75% rise of the past ten 
months is either a dreamer or utterly 
naive. 

With the appreciation potential in 
leading stocks thus reduced to com- 
paratively modest proportions—if for 
no other reason but that huge quanti- 
ties of them are held by institutional 
investors many of whom can be ex- 
pected to start selling when prices be- 
come obviously insane—the investor 
has the choice of either being content 
with the relatively limited possibilities 
still inherent in good stocks, or to re- 
duce his standards of quality and to 
seek the potentially larger gains pre- 
sumably still available in lower-grade 
and marginal stocks. 

I have no objections to speculating, 
or to gambling for that matter, but 
anyone who fails to make a clear dis- 
tinction between “investing” and 
“speculating” is headed for trouble. It 
is quite true that a stock should also 
be a good speculation in order to be a 
good investment, but the reverse is 
not, because a promising speculation 
is not necessarily a sound investment. 

Take a stock like Armour & Co. 
(20), for example. Although it is the 
second largest company in the meat 
packing industry, the stock has not 
paid a cash dividend in ten years. Evi- 
dently, this is not a suitable stock for 
the average investor, but as a specula- 
tion it has intriguing possibilities. A 
new management, with a large inter- 
est in the stock, is determined to im- 
prove Armour’s profit margin, which 
in the past has been dismal. Here is a 
company with annual sales of around 
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$2 billion and less than 5 million com- 
mon shares. If a capable, imaginative 
management can succeed in lifting the 
profit margin to 1%, after taxes, Arm 
our’s per share earnings would rise 
above $4 a share. Revamping a huge 
company like this cannot be done 
overnight, but the potential reward is 
impressive. 

No matter how large or small a 
company, good management is the 
only road to success. Dayton Rubber 
(21), a small business by comparison, 
can boast of a 20-year dividend record, 
but its performance in recent years 
has been most uneven. A new man- 
agement which took over a year ago 
expects to restore profits to a more 
appropriate level. Although earnings 
for the fiscal year ended last October 
have failed to cover the $1.40 dividend, 
payments at that rate are likely to be 
continued in view of a major earnings 
recovery—$2.50 a share or better— 
projected for the current year. Offer- 
ing a liberal 6.7% return, this specula- 
tive stock has good appreciation possi- 
bilities. 

For those interested in a low-priced 
stock I suggest Jefferson Lake Petro- 
chemicals of Canada Ltd. (1042), a 
recent spin-off of Jefferson Lake Sul- 
phur comprising the latter’s Canadian 
operations and properties. The first 
sulphur plant at Peace River ex- 
tracting sulphur from natural gas is 
now in operation. Another at East 
Calgary will probably be built next 
year and a third is under considera- 
tion. If export of natural gas from 
Canada is authorized this company 
will benefit materially. Earnings could 
reach $1.25 a share within a year but 
cash dividends are not a near-term 
prospect. Jefferson Lake Petrochemi- 
cals’ reserves of sulphur and natural 
gas have been estimated at over $50 
a share. The stock is speculative but 
the risk is modest. 

One way to “play” the general mar- 
ket, and to obtain an above average 
appreciation potential without lower- 
ing quality standards, is via the war- 
rants of Tri-Continental Corp. (2712). 
This investment trust, often recom- 
mended in this column, can be expect- 
ed at least to keep up with the DJ 
average. The warrants, however, en- 
titling the holder to purchase 1.27 
shares of Tri-Continental at $17.76 a 
share, move a lot faster than the stock. 
If the stock advanced 10°, say from 
39 to 43, the warrants must gain about 
5 points, or more than 18¢,. Of course, 
the warrants pay no dividends, and 
the leverage is just as operative on the 
downside as on the upside. They are 
primarily recommended as a hedge, as 
a vehicle for those who wish to par- 
ticipate fully in any further market 
advance without, however, commit- 
ting a proportionate amount of capital. 
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Candidates 
For Stock Splits 


Prices, earnings prospects and com- 
pany policies all point to the possi- 
bility of a stock split or large stock 
dividend for each of the issues ex- 
amined in this special recent study. 
Each one in the group is of better 
than average investment quality. 


Opportunities in Blue 
Chips Behind the Market 


Although the “averages” have re- 
cently been hitting all-time highs, a 
number of high grade stocks are cur- 
rently selling substantially below their 
highs of recent years. This study pre- 
sents a group of such issues which are 
practically assured of recovery while 
currently yielding up to 6%. 





These two special studies, which will be sent free by return mail to all new subscrib- 
ers, are but two of the hundreds brought to FINANCIAL WORLD subscribers 
each year—to enable them to enjoy more income now and more income and capital 
in the future. 

FINANCIAL WORLD devotes itself entirely to your investment success—helps you 
to make the best possible decisions to pile up dividend income and capital gains. A 
weekly feature—typical of the investment aids you get in FINANCIAL WORLD~— is 
the Investment Service Section which lists the most attractive Common Stocks for 
Growth; Common Stocks for Income; Common Stocks for Income and Appreciation 
and Bonds and Preferred Stocks. 


With its Added Services, a subscription to FINANCIAL WORLD represents the most 
complete and reliable investment “kit” we have devised in 56 years of successful 
service to the investor. 

“I have never subscribed to any publication or service of any kind from which 

| have received so much for so little as from your FINANCIAL WORLD. | really 

don't see how you can do it. | would not discontinue the service and information 

you give for many times the $20 it costs,"’ writes R. C. L., Illinois 


HERE’S WHAT YOU GET: 


BASIC FACTS AND RATINGS—The famous FINANCIAL WORLD “Independent Ap 
praisals of Listed Stocks” 48 to 64-page pocket-size guide to nearly 2,000 stocks sent eact 
month to every subscriber. Detailed one-line digests on price range, earnings, dividend 
Independent rating for income and profit. (If available elsewhere would cost up to $24 
NEW FACTOGRAPH—The NEW 44th Edition of the annual “Stock Factograph” Manual 
—a 304-page indexed guidebook of more than 1,800 stocks—50,000 pertinent facts that 
highlight the good points and bad of listed stocks make the Factograph indispensable« 
in judging security values. (Sold separately for $5.) 

PERSONAL ADVICE-BY-MAIL—Speciatized, personal and confidential advice about any 
vestment that interests you—as often as four times a month. The best and most cor 
sidered opinion we can mail you on any particular stock—the most seasoned advice 
we can give you on whether to buy, sell or hold. (Available free to subscribers, can't be 
purchased alone at any price.) 


ALL IN ADDITION TO 


52 ISSUES OF INVESTMENT OPPORTUNITIES—A full year’s subscription to FINANCIAI 
WORLD—52 fact-packed issues of a magazine published to give you ideas for mone) 

making and money-saving, to catch new financial trends as they start, to let you profit 
from the most attractive investment opportunities available. (Costs $26 at newsstand 
without the above services.) 


If that sounds like $20 worth of tax-deductible expense to you $20 that will 
increase your income, improve your portfolio and help assure investment 
success . . . just send your check or money order with name and address to Dept 
FB-111. (26-week trial offer includes all of the above for $12.00.) 


FREE—IF YOU ACT NOW! 
You will receive with your annual or semi-annual subscription a copy of “How to 
Invest Profitably in ANY KIND of MARKET,” 72-page booklet on the basic principles 
of successful investment. Includes chapters on Planning a Portfolio e How to Read 
Market Action e Growth Stocks e Income Stocks e What to Look For in Mutual 
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Dept. FB-1 11 — 17 Battery Place, New York 4, N. Y. 





The Board of Directors of 
CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on 
the Common Stock of the Company, pay- 
able on December 12, 1958, to share- 
holders of record at the close of business 
on November 21, 1958. Checks will be 
mailed. JOHN CORCORAN, 

Vice-President & Secretary 
October 20, 1958. 


MS COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Eighth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid December 
10, 1958 tostockholders of record at the 
close of business November 14, 1958 


RODNEY A. COVER 
Vice-President— Finance 














Free booklet-prospectus describes 


The Fully 
Administered 
Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing in bonds, 
preferred and quality common 
stocks, “‘balanced’’ in accordance 
with the judgment of professional 
management. 


Name 





Addre 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 














T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


2 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 














How 55 saved me from 
an investment blunder 


From a Barron’s reader 


When a friend suggested I buy a certain stock, 
I thought it might be a good thing for me. 
That was some months ago. But before risking 
my money, I decided to look further. I asked 
myself, “How does this stock compare with 
others in value?” 

So I took a trial subscription to Barron's 
National Business and Financial Weekly. This 
cost me only $5, and it has saved me hundreds. 

In less than a month, I saw a number of at- 
tractive investment situations in Barron's. Any 
one of them looked better for me than my 
friend's suggestion—and I picked one. 

I was right. My investment has gone up in 
value and pays me a good return—while my 
friend's stock has done poorly. Thanks to Bar- 
ron's I saved myself from a costly blunder. 

P.S.—I told my friend, and he’s now a Bar- 
ron’s subscriber, too. 


No other business or investment publication 
is like Barron's. It is written for the man who 
makes up his own mind about his own money. 
It is the only weekly affiliated with Dow Jones, 
and has full use of Dow Jones’ vast, specialized 
information in serving you. 

In Barron's you are shown what, where and 
why the intrinsic VALUES are, behind current 
security prices. You get clear, well-founded in- 
formation. 

A trial subscription—17 weeks for only $5— 
brings you the investment implications of cur- 
rent political and economic events . . . the per- 
spective you must have @ anticipate trends and 
grasp profitable investment opportunities. 

See for yourself how important Barron's can 
be to you in the eventful weeks ahead. Try it 
for 17 weeks for $5 (full year, $15). Just tear 
out this ad and send it today with your check; 
or tell us to bill you. Address: Barron's, 392 
Newbury Street, Boston 15, Mass. F-111 
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THE FUNDS 


DANGER OF SIN 


“THERE is a helluva difference,” mu- 
tual fund executive Herbert Anderson 
likes to say, “between return of capi- 
tal and return on capital.” Anderson, 
president of the $140 million Group 
Securities funds and president of the 
National Association of Investment 
Companies, is not just splitting hairs. 
He was just making an important 
point. It is not considered good form 
to talk to stockholders in the terms 
that mutual funder Anderson used 
above, but he expressed much the 
same thing in more formal terms in a 
recent notice to his 41,500 sharehold- 
ers. “Your management believes,” he 
informed them, “that your interests 
will be served best if you receive ... 
distributions of security profits in ad- 
ditional stock.” 

Anderson, in short, was trying to 
talk his stockholders out of taking 
their capital gains dividends in cash. 
Capital gains, he was saying, are noth- 
ing more than a return of the inves- 
tor’s own capital. Anderson was not 
the only mutual funder so preaching 
last month. 

Many a joke has been spun about 
how living off capital is regarded as a 
very grave form of sin in New Eng- 
land. With some $200 million in capi- 
tal gains due for distribution in the 
next few months the danger of “sin” 
is very great for hundreds of thou- 
sands of mutual fund shareholders. 

Most fundmen do not expect to be 
any more successful in their preach- 
ing this year than in the past. All 
too many mutual fund investors will 
continue to believe that the capital 
gains dividends which they some- 
times get are no different from the 
regular dividends from security in- 
come which they receive every three 
months. The fact is capital gains pay- 
outs are not income at all. 

Why should this be so, many inves- 
tors want to know? Dealing in stocks 
is a mutual fund’s business. Why 
shouldn’t its profits from trading in 
stocks be considered income just like 
a steel company’s profits from trad- 
ing in steel? The answer: the mu- 
tual fund stockholder who spends his 
capital gains income is dipping into 
his capital just as surely as if he sold 
some of his shares to pay for a trip to 


, Europe or a new car. 


It works something like this: sup- 
pose a share of fund stock sells at $10 
and pays out a $1 capital gains distri- 
bution. That reduces the value of the 
share to $9. The investor spends the 


| $1. Now suppose the market drops 


20%. That would reduce the value of 
the share to $7.20. Result: though the 
market dropped 20%, the value of his 
investment would be down 28%. 

But supposing the reverse happens 
and the market goes up 10%. In that 
case the share is now worth $9.90 or 
almost as much as its original price; 
but in a higher market, the $9.90 will 
buy considerably less stock than the 
original $10 would. What the investor 
has done, in effect, is to dilute his 
equity in the stock market. The same 
is true of income from regular divi- 
dends: spend the capital gains payout 
and you reduce the amount of capital 
earning dividends for you. 

Under the present system, the mu- 
tual fund pays no capital gains tax on 
stock market profits (although its 
shareholders do). So the industry is 
likely to continue distributing them— 
even though it exposes its investors to 
the danger of sinning against their 
capital. Such mutual funders as Herb 
Anderson can only continue to hope 
that a growing body of investors will 
catch on and permit them automati- 
cally to reinvest the capital gains. 


TRYING THEIR HAND 


Ir ALL the economists in the world 
were laid end to end, George Bernard 
Shaw supposedly cracked, they would 
not even reach a conclusion. Last 
month a couple of eminent profes- 
sional economists set out to show that 
they could not only reach a conclu- 
sion, but run a mutual fund as well. 
The economists are Arthur E. Burns, 
economics professor at George Wash- 
ington University 
(no kin to ex-Eis- 
enhower adviser 
Arthur F. Burns), 
and Louis Bean, 
well-known agri- 
cultural and sta- 
tistical specialist. 
The pair have 
established Con- 
sumers Investment Arthur Burns 
Fund, Inc. in Washington, D. C. 
A mutual fund needs a gimmick to 
stand out these days in the profusion 
of more than 200 funds, and the 
Burns & Bean team have one. They 
plan to tie the assets of CIF to essen- 
tially consumer-type industries. The 
idea is to spread their portfolio dol- 
lars the way consumers distribute 
their spending money. Burns & Bean 
are thus putting their chips mainly 
on food and tobacco, housing and 
household operation, transportation 
and personal welfare companies. 
Some of their heftier holdings: Gen- 
eral Foods, Armour, Jim Walter Corp.., 
Government Employees Insurance 
Co., Federated Department Stores, 
and Parke-Davis. 
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Bean & Burns are no front men. 
Besides acting as its own transfer 
agent and general counsel, their 
outfit constitutes its own manage- 
ment company (a normal fund pro- 
cedure) and even acts as its own dis- 
tributor. CIF charges the usual 8% 
load, 1% a year for management fees. 

As funds go, CIF is pretty small po- 
tatoes—its net asset value is less than 
$300,000 so far, with about 48,000 
shares out. Bean & Burns are not un- 
aware of the hard work necessary 
to get a new fund off the ground. 
Last month they skipped off to the 
mutual funds dealers convention in 
Chicago to drum up interest in CIF 
among the investment dealers as- 
sembled there. 


SLOW -FIRING ROCKET 


ConsuMERS FuNpD was not the only 
recently-launched mutual funds hav- 
ing sales problems last month (see 
above). Another was the rather in- 
triguing Missiles-Jets & Automation 
Fund. The fund’s name, if clumsy, 
has the advantage of being self-ex- 
planatory and its list of backers is 
impressive indeed. Chairman of the 
Board is Dr. Theodore von Karman, 
the German-born’ rocket = genius. 
Among the directors are Sir Robert 
A. Watson-Watt, father of British 
radar and James M. Landis, ex-chair- 
man of the S.E.C. 

To date, the M-J&A management 
has put its limited funds into a rela- 
tively small list of securities within its 
chosen field. The largest holdings as 
of Oct. 1: Eastern Industries, General 
Tire, Marquardt Aircraft, North 
American Aviation, Robertshaw-Ful- 
ton. But being somewhat skeptical of 
the level of the market, the fund’s in- 
vestment advisors have kept slightly 
more than 50% of their money in 
convertible debentures or U.S. Treas- 
ury notes. “We’re going to be an ag- 
gressive fund,” explains Director Wil- 
liam S. Palmer, “but that doesn’t 
mean we're going to jump in with 
both feet right now.” 

The actual investment decisions of 
the fund are being handled by the 
well-known Englewood, N. J. coun- 
seling firm of Templeton, Dobbrow & 
Vance, but von Karman and other di- 
rectors have interests in the manage- 
ment firm and serve as consultants. 

Yet since it was first launched, 
2,540 investors have bought only 232,- 
417 shares, worth some $2.1 million. 
Wall Street’s Ira Haupt & Co., which 
is handling the selling end of 
the M-J&A Fund, plans to put a 
new sales push behind M-J&A, but 
the sponsors make no secret of their 
disappointment with sales to date. All 
of which goes to show that a fund, no 
matter how strong its management 
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group, still can’t get off the ground 
without the proper sales effort. 


STATE STREET HANDICAP 


FisH or fowl? That is what many new 
investors, who have just learned what 
they thought was the difference be- 
tween open-end and closed-end com- 
panies, have asked 
themselves about 
$176.4-million State 
Street Investment 
Co. The big Boston 
fund, paradoxically 
located on Federal 
Street, is open-end 
to the extent that 
it redeems shares 
at net asset value. 
But it’s closed-end in that it does 
not issue additional shares. Eager 
investors must pick up State Street 
shares in the open market at a cur- 
rent premium of about 8%. 

Last quarter, Chairman Paul C. 
Cabot and President George F. Ben- 
nett, still the Yankee individualists, 
decided to sell several stocks which 
have been virtual sacred cows among 
Canyon connoisseurs of capital gains. 
Cleaned out completely: Halliburton 
Oil Well Cementing, Food Machinery, 
Hammermill Paper, Libbey-Owens- 
Ford and Spencer Chemical. Latest 
new selections in the State Street 
handicap: American Airlines, Amer- 
ican Express, Bestwall Gypsum, Mar- 
quette Cement, Revere Copper. While 
State Street, a longtime connoisseur 
of railroads, sold Santa Fe Railway, 
it added more Atlantic Coast Line and 
Seaboard to its rail holdings. State 
Street laid book on three new issues 
as well: Houston Corp., Texas Natural 
Gasoline and Champion Spark Plug. 


Paul Cabot 


gr ©-¢€ 
ormula 


For short term swing 
trading in grains... 
OR active stocks . 
(Check which). 

No obligation. Just clip and mail 


with stamped SELF-ADDRESSED 
ENVELOPE. 


LESTER B. ROBINSON 
1204 Russ Building 
San Francisco 4, California 











LOW PRICED STOCKS 


isk for free bulletins on low-priced 
oil and mining stocks. 


JOHNSON, LOWRY & CO. 


Mining Exchange Bidg. 
Colorado Springs, Colorado 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 

Dividend No. 35 

25/2 cents per shore; 
CUMULATIVE PREFERRED STOCK 
4.24% SERIES 

Dividend No. 12 

26'/) cents per share; 
CUMULATIVE PREFERRED STOCK 
4.78% SERIES 

Dividend No. 4 

297/g cents per share; 
CUMULATIVE PREFERRED STOCK 
4.88% SERIES 

Dividend No. 44 

30) cents per shore 


SSE Ss 


The above dividends are pay 
able November 30, 1958, to 
stockholders of record No 
vember 5. Checks will be 
mailed from the Company 
office in Los Angeles, Ne 
vember 29. 


P.C. HALE, Treasure? 


October 16, 1958 











CONTINENTAL 
CAN COMPANY, Inc. 


168th 
COMMON DIVIDEND 
A — quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable December 
15, 1958, tostockholders of 
record at the close of busi- 
ness November 21, 1958. 
56th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%4) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable January 2,1959,to 
stockholders of record 
at the close of business 
December 15, 1958. 


Mth 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.1214) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable December 
31, 1958, to stockholders 
of record at the close of 
business December 1,1958. 





LOREN R. DODSON, 
Secretary 





LURIE 





(CONTINUED FROM PAGE 38) 


This comes about in two ways: a) 
the fact that physical expansion pro- 
grams have been completed means 
that operations will not be penalized 
by construction interruptions.-b) In- 
dustry by and large is now in a posi- 
tion where it can use its most efficient 
facilities and disregard those that are 
obsolete. 

Marketwise, the realistic view today 
calls for concentration on what might 
be termed “collectors’ items,” stocks 
which have above-average promise, 
but 'ess-than-average risk. For ex- 
ample, American Viscose and Wilson 
are two old favorites that are cheap 
in an otherwise “dear” market. 

The latter company probably will 
raise its dividend in December and 
has the potential of increasing its 
earnings in 1959 and 1960. Not that 
Wilson’s estimated 1958 profits of 
around $3 per share require any 
apology in relation to going prices of 
around 27. The big point to be made 
is that 1958 is not the maximum po- 
tential. 

American Viscose should be viewed 
on the basis of consolidated earnings, 
for its $1.60 per share equity in Chem- 
strand Corporation alone might justify 
a price not far from going levels, 


R. J. REYNOLDS 


TOBACCO 
COMPANY 


QUARTERLY DIVIDEND 


A quarterly dividend of $1.00 per share 
has been declared on the Common and 
New Class B Common stocks of the 
Company, payable December 5, 1958 
to stockholders of record at the close 
of business November 14, 1958. 


October 9, 1958 


W. J. CONRAD, 
Winston-Salem, N. C. 


Secretary 


Makers of 


CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 


PRINCE ALBERT 
GEORGE WASHINGTON 

CARTER HALL 

smoking tobacco 





around 33. This undistributed equity, 
plus parent company earnings, may 
total $2.50 per share in 1958 against 
$3.73 per share in 1957. The latter 
figure could be comfortably exceeded 
in 1959, for American Viscose, as 
the largest manufacturer of rayon tire 
yarn, is an indirect speculation on the 
tire industry. 

Speculation is a business of con- 
stantly sifting values. Once a market 
label changes, so does the price times 
earnings ratio. This was evident in 
Raytheon—one of th's column’s old 
favorites—where a double-barreled 
play came into being: higher earnings. 
plus greater recognition of the com- 
pany’s improved position. Raytheon 
around 51, however, may be tempo- 
rarily “rich.” The shifting value factor 
is also evident in International Tele- 
phone & Telegraph, a more recent fa- 
vorite, in the sense that whenever the 
company is checked, either something 
favorable has happened or is in pros- 
pect. Case in point, International Tel. 
& Tel. recently received a most im- 
portant communications system con- 
tract from the Strategic Air Com- 
mand, and now is negotiating for a 
contract involving a global communi- 
cations network for the Air Force 
This stock, around the same price as 
Raytheon, now seems the more attrac- 
tive of the two. 

American Telephone is another is- 
sue whose label might be changing. 
This because greater recognition now 
is being given to the company’s many 
impressive “pluses.” One is the fact 
that, for the third time in this postwar 
era, the company’s gross and net in- 
creased in the face of a general busi- 
ness recession. Another is the fact 
that 1958 earnings may approximate 
last year’s $13 per share. Furthermore, 
with depreciation now providing a 
larger proportion of capital expendi- 
tures than at any time in postwar his- 
tory, next year’s capital financing may 
be via fixed debt rather than con- 
vertibles. 

American Telephone seems a “safe” 
stock to own in an otherwise “dear” 
market. And there are other intrigu- 
ing vehicles, too, particularly in the 
second grade railroad bond field: 
issues such as the Northern Pacific 
3’s around 64; the Missouri Pacific 
4l4’s around 71; the Baltimore & 
Ohio first 4’s around 75; etc. These 
are not AAA credits, but they are 
well-protected businessmen’s risks. 
The improvement in railroad earning 
power must be reflected in better 
credit ratings. 


Advance release of Forses columnists’ 
regular articles, excepting Mr. Lurie’s, 
will be airmailed to readers on the day 
of their writing Rates on request. 
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GOODMAN 
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One of the sources of buying these 


days is indicated by the fact that from } 7 
July 11 to September 30, the new 
Lazard Fund purchased $80 million of S O ur 
common stock. 
Meanwhile, as of September 30, The 


One William Street Fund had $155.8 | t t E g 

million, or 61.8% of total assets of | nves mefi TO ram 
$252 million, invested in common} 
stocks. Common stock purchases a a 1 air 
were spread among 118 different Mm ] V ff: 

issues (the Lazard Fund bought 72). —_—_—_————_— 

The most heavily favored categories, ' . 
expressed as a percentage of all com- | — or do you, like Methuselah, expect to live 900 years? 
mon stocks held, were as follows: | 

public utilities, 15.4%; oil and gas, 
12.6%; steels, 10.4%; chemicals, I 


T’S a blunt question, but it’s one which we all must 


, Ce: - ; face. We buy insurance, annuities, invest in securi- 
5.7%; food distribution and processing, ties, establish trust funds, do anything and everything 


5.5%; pharmaceutical products, 5.2%; possible to provide for those whom we will someday 
office equipment, 4.7%; packaging, leave behind. 
4.2%; insurance, 3.9%; forest prod- 
ucts, 3.7%. —but many of us forget that there are no schools for 
I have been examining a “common widows, that unless we make the proper provisions TO 
trust fund” operated by a leading i DAY, we are apt to make someone's tomorrow a fright- 
bank. Preferred stocks and bonds iL fully heavy burden . . . particularly if that someone is 
are still worth only their purchase | | suddenly and unexpectedly called upon to step into your 


10.3%; building and _ construction, 





price, while the value of holdings of 
common stocks have more _ than) 
doubled. No wonder many institu- | 
tions are shifting to common stocks! 


HOOPER 
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represents roughly 28% to 30% of the 
entire American automobile business. 
The company is an institution, not a 
venture. Unlike many other high 
grade stocks, it is not up too much 
from its extreme lows. If other 
stocks are worth what they are sell- 
ing for, Ford is worth much more 
than its current price. 

I would not reach after these stocks 
on strength but I would buy them on 
weakness: International Telephone, 
American Telephone, Wilson & Co., 
Swift & Co., American Viscose, 
Northern Pacific, Norfolk & Western, 
Eaton Manufacturing, Kelsey-Hayes, 
Arvin Industries, Western Union, 
Anaconda, Eagle-Picher, Standard Oil | 
of California and British Petroleum. 
Try to buy on a corrective movement, | 
not on spectacular strength, especial- 
ly right now. 
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shoes and manage the family’s finances. 


Without proper guidance, a sizable portfolio of securities may prove to be a 
constant source of worry, rather than the sheltered harbor which you had 
intended. Times change. Values fluctuate. The volume of the so-called “ex- 
pert” advice now available to the investor is enough to confuse even the most 
experienced. 


You wouldn’t leave your estate in the hands of a lawyer or a banker, no matter 
how prominent, unless you were convinced that he would act as a trusted 
friend. You would want to know him, test his judgment, be convinced that he 
could always be counted upon to act in your family’s best interests 

What about your securities then that portion of your estate which not only 
requires a specialized knowledge, but which, in all probability, may also r 
quire more time, more personal supervision than you anticipate? 


We submit that NOW is the time to provide for competent investment guid- 
ance... NOW, while you are still in a position to become thoroughly familiar 
with its performance, its reliability, its adaptability to your family’s future 
requirements. 


There are many other reasons why investors with substantial portfolios should 
acquaint themselves with FORBES SECURITIES MANAGEMENT but 
this is a mighty important one to take care of right now. Send today for Free 


Descriptive Booklet. 


Mail Coupon — No Obligation 
WHAT CLIENTS SAV: Forbes Securities Management Inc. 


“Am well pleased with the 70 Fifth Avenue, New York 11, N. Y. 


services you have been giv- 
ing me and have confidence 
that you and your organiza- 
tion will continue to ade- 
quately cover my situation.”’ 

M.W.S. 


| may be interested in retaining the services of FORBES 
SECURITIES MANAGEMENT. Will you kindly send me 
without obligation, complete details? My present invest 
ments are valued at approximately $ 

| have an additional $ in cash for 
available investment 


Name 
Please Print 


Address 


Zone State 
Subsidiary of FORBES Inc. 
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bee eu ae aa a a ae a eae a ew aw anans 





ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


Agreement makes us soft and com- 
placent; disagreement brings out our 
strength. Our real enemies are the 
people who make us feel so good that 
we are slowly, but inexorably, pulled 
down into the quicksand of smugness 
and _ self-satisfaction. 

—Sypney J. Harris. 


The contest for ages has been to 
rescue liberty from the grasp of ex- 
ecutive power. —DaANIEL WEBSTER. 


All government is a trust. Every 
branch of government is a trust, and 
immemorially acknowledged to be so. 

—JEREMY BENTHAM. 


There is often as much independ- 
ence in not being led, as in not being 
driven. —TrYON EDWARDS 


If a man is in too big a hurry to 
give up an error he is liable to give 
up some truth with it, and in ac- 
cepting the arguments of the other 
man he is sure to get some error with 
it... . After I get hold of a truth I 
hate to lose it again, and I like to sift 
all the truth out before I give up an 
error. —WILeuR WRIGHT. 

If something goes wrong, it is more 
important to talk about who is going 
to fix it, than who is to blame. 

—Francis J. GABLE. 


Have you ever noticed that it is 
generally the same people who talk 
about the need for incentive to make 
a man work successfully, who resent 
the idea of incentive to make a man 
think successfully?—SypNEy Harris. 


People forget how fast you did a 
job—but they remember how well 
you did it. Howarp W. Newton. 


The greatest difficulties lie where 
we are not looking for them. 
~GOETHE. 


Don’t be a fault-finding grouch; 
when you feel like finding fault with 
somebody or something stop for a 
moment and think; there is very apt 
to be something wrong within your- 
self. Don’t permit yourself to show 
temper, and always remember that 
when you are in the right you can 
afford to keep your temper, and when 
you are in the wrong you cannot 
afford to lose it. —J. J. REYNoLpDs. 


50 


The successful person is one who 
is able to take his talents and invest 
them in the business of living in a 
manner that leads to the accomplish- 
ment of a full life of service. . . . The 
medium of exchange is not the dollar 
but services rendered. 

—Rassi Sot Roru. 


When prosperity comes, do not use 
all of it. —CONFUCIUS. 


B. C. FORBES: 


Some people constantly com- 
plain of wounded pride, are per- 
petually being humiliated, re- 
sent the way they are treated. 
Some of them admit they are 
sensitive. The real trouble, how- 
ever, usually is not sensitiveness, 
but vanity. The cure is the culti- 
vation of a larger measure of 
humility. The world loves to 
take the high-and-mighty no- 
body down a peg. Courteous 
manners inspire courteous treat- 
ment. Snobbishness incites re- 
taliation. If you are supersensi- 
tive and find yourself frequently 
subjected to treatment you re- 
sent, try to change your own 
attitude to one of courtesy and 
humility—and watch how the 
world’s attitude towards you 
and your outlook towards the 
world will change for the better. 
It doesn’t pay to allow vanity to 
make you unhappy and to inter- 
fere with your development and 
progress. 


Those who attempt to level never 
equalize. In all societies some descrip- 
tion must be uppermost. The levellers, 
therefore, only change and pervert the 
natural order of things; they load the 
edifice of society by setting up in 
the air what the solidity of the struc- 
ture requires to be on the ground. 

—EpMUND BURKE. 


I’ve been more bossed by my for- 
tune than it has been bossed by me. 


—JouN P. LIppetTtT. 


Although this may seem a paradox, 
all exact science is dominated by the 
idea of approximation. When a man 
tells you that he knows the exact 
truth about anything, you are safe in 
inferring that he is ar inexact man. 

—BERTRAND RUSSELL. 


When, against one’s will, one is 
high pressured into making a hurried 
decision, the best answer is always 
“No,” because “No” is more easily 
changed to “Yes,” than “Yes” is 
changed to “No.” 

—Cuar-es' E. NIELSON. 


The moment you step into the 
world of facts, you step into the world 
of limits. You can free things from 
alien or accidental laws, but not from 
the laws of their own nature. 

—G. K. CHESTERTON 


Nature has written a letter of credit 
upon some men’s faces that is hon- 
ored wherever presented. You can- 
not help trusting such men. Their 
very presence gives confidence. There 
is “promise to pay” in their faces 
which gives confidence and you pre- 
fer it to another man’s endorsement. 
Character is credit. 

—WILLIAM MAKEPEACE THACKERAY 


The antidote for crime should be 
administered in childhood, by the par- 
ents. The problem is not fundamental- 
ly that of the improper child so much 
as it is that of the improper home. 

JUSTICE JOHN W. HILL 


Imagination is the faculty that deals 
with things that don’t exist but which 
may exist in the future. 

—JAMES MorGANn 


It is a poor heart, and a poorer age, 
that cannot accept the conditions of 
life with some heroic readiness. 

—Rosert Louis STEVENSON 

It seems to me we can never give 
up longing and wishing while we are 
thoroughly alive. There are certain 
things we feel to be beautiful and 
good, and we must hunger after them. 

—GeorceE ELIoT 


More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe edition, 
handsomely boxed, $7.50. 





A Text... 


Sent in by H. Tremaine, Brook 
lyn, N. Y. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


And they that be wise shall shine as the 
brightness of the firmament; and they 
that turn many to righteousness, as the 
stars for ever and ever. 


—DANIEL 12:3 





FORBES, NOVEMBER 1, 1958 





a 


Screen test for fine tobacco 


This is a “screen test’? no budding movie star 
could take. It’s a special test given to factory 
samples of tobacco in The American Tobacco 
Company’s Research Laboratory. 

The tobacco strands are poured into the top of 
a laboratory sieving machine. As the canister 
shakes back and forth, the tobacco sifts down 
through three screens graduated in mesh. After 
a specified period, the amount of tobacco remain 
ing on each screen is carefully measured. 

This screen test actually guards the taste of 


your cigarette. Taste, you see, depends on the 
size of the tobacco strands as well as their qual 
ity. For smooth, even smoking, each of the three 
size groups must be present in proper proportion 
If they're not, the result is poor packing and 
bad smoking. 


This test, like dozens of others, is run hundreds 


of times every day. It’s one of the many ways 


The American Tobacco Company uses its 53 


years of tobacco experience to produce cigarettes 
of matchless quality. 


ay) J, Ps" Dp C ? 
Ste Y¥mencan JSotacco CMPany 
c Cc 


FIRST IN CIGARETTE 


RESEARCH 


LUCKY STRIKE + PALL MALL* HIT PARADE + HERBERT TAREYTON~ DUAL FILTER TAREYTON 





hushing 


the roar 
of the 
jet 


Rohr-built sound suppressors put the finger squarely on the 
solution of the jet noise problem 
For instance, the Boeing 707 shown above, flown by leading 
carriers such as American Airlines, will serve communities with 
noise level down to that of present large piston aircraft. 
This complex unit is just one of the many major 
components Rohr is building today for the great 
jet airliners of tomorrow. 


AIRCRAFT CORPORATION 








Rohr is building the power packages and 
aft nacelles (as shown above ) for the 
Lockheed Electra Propjet. 


Rohr is building a complete 43-foot fuselage 

section, jet pods and struts, sound suppressor- 

thrust reverser units, and horizontal stabilizers | Rohr is building the jet pods and struts 

for the Boeing 707 (as shown above ) for the Convair 880 jet Liner 














